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As we discussed, enclosed find the 1998 Annual Report for Coming. When I receive the Annual 
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T O O U R S H A R E H O L D E R S 

1<)<)8 wiis a year- marked 1)\ : 

- All ccoiioinic crisis iii Asia tliat heavily impacted our earnings in the first half of the year. 

- Strong cash flo^\•. |)Toiital)iliTy. and balance sheet ratios, despite the weak first half. 

- Continued growth and focusing of our re.searcli, development, and engineering efforts — that have heen 

essentiallv douhlcd in llie pasi three vears. 

- A Ijroad scale strengthening of otu' competitive position, paced hv new product innovations. 

- A favorable conclusion to the divestiture of our consunKM' housewares business, essentially completing our 

transition to a liigh-technology enterprise focused on growth markets. 

A 21% increase in market value. 



R E S U L T S 

Few conipaiues anywhere were able to avoid the effects of the economic crisis that swept the globe in late 1997 

and 1998. Our financial performance for the year was mixed in this very challenging economic enviromnent. 

Sales decreased by i% to $3,5 bitfion, net income from contiiming operations before special items declined 

by 13% to $353.8 milhon, and earnings per share, fully diluted, also declined by 13%. 

The key drivers of tlus performance were significant price declines in the telecommiuucations segment and 

reduced vohmie in several businesses. Optical fiber pricing declined over 20%, due to severe competition as 

a result of reduced demand in Asia, excess industry capacity and the weakness of the yen through the first 

three quarters. The Asian crisis also chamatically reduced demand in the semiconductor industry^ causing a 

serious drop for our liigh puritrv" fused silica products and a reduction in demand in the Korean car market 

for ceramic substt'ates. 

However, these full-vear results do not adequately porti'av either the d\iiamics witliin the year or the nionien-

tuin that we have heading into 1999. In the first half of 1998, sales were dowTi 4% and net income decreased 

25%. These declines halted in the second half, with sales up 2% and net income equal to the prior year. More 

importantly, operating income, which was down 44% in the first half, was up 7% in the second half. 

We took significant steps to reduce costs in the face of the price decfines. Selling and administi'arive costs were 

dowti 10% versus the prior year. In addition, we implemented an early retirement program which will help 

our 1999 earnings. 

The good news is that our continuing investments in new product development, manufacmring effectiveness, 

and organizational efficiency enabled us not only- to weather the storm, but also to actually pick up market 

share and improve profitabiht>' in certain businesses as the year went on. While we are still not happy with 

the overall financial results, we finished the second half even with 1997, and we ai'e positioned to resiune our 

gi'owlh in 1999 and beyond. 

Furthermore, profitability, as measured by return on shareholders' equity, was a strong 23% despite the 

difficult year. Net income was also strong at 10% of sales, ^'e contuiued to strengthen our balance sheet by 

using the proceeds from the sale of the consumer housewares business to reduce the ratio of total debt to 

capital from 40% to 35%, giving us the flexibility' to make appropriate strategic investments. 



Overall, our invesmients in buildings, equipment, people, and new products and processes are showing results 

that reinforce our confidence about the futiue. One caimot visit our expanded Sullivan Park Research Center 

without being impressed by the scale of the facilities and the scope and quality of the work that is going on. 

The same feeling emerges from other new or expanded facilities in New York, New Jersey, North and South 

Carolina, as well as overseas, where w-e are integrating the European operations of Optical Fibres, preparing to 

break groimd for our new emTTomnental products plant in China, and exjjanding laboratories in France and Russia. 

Equally important, the products that are coming out of these investments are capturing the attention of the 

marketplace and delivering value that bodes well for customers and shareholders alike. In the optical fiber 

market. Coming's LEAF® fiber is emerging as one of the industiy's imequivocal successes. Oiu* midtiyear invest­

ment in photonic technologies has also started paying a critical dividend, as profits in this high-growth 

business turned up significantly in the fourth quarter. Weakness in the semiconductor industi"V' remains a 

concern, but it will turn around, too; as you will see later in this report, we are w êll along in the develop­

ment of advanced materials for future growth cycles. 

A B A L A N C E D C O M P A N Y 

With the completion of oin- Consumer Products divestiture in the spring of 1998, Coming is a more focused 

high-technology company, well suited to the markets we are addressing and the synergies among our core 

technologies. Our enormous strength in optical and materials science related to telecommunications is only 

part of a balanced portfolio squarely in line with several of the most important trends of our time. The 

insatiable demand for bandwidth in all forms of coimnunications, the explosive growth of the Internet, the 

evolving microclup, die genomics research acti\ity, the push for a cleaner enviromTient: these are huge, world­

wide growth engines which Coming is helping to fuel. 

We have also maintained our balance in another respect. Wliile paying careful attention to short-tenn issues, 

and absorbing a fair amoimt of restructuring pain in the process, we have kept our eye on the long-tenn trends 

driving our strongest markets. Recause we anticipated many of the cost pressures of the past year, we were 

able to deal with them in an orderly way, while still competing aggressively and continuing to conmiit to new-

products and tecluiologies. hiside Coming, the talk is not only of ''sta\ing the coiuse,'' but of 'adding octane.'' 

A concrete example of this is the ongoing pace of new product development in fiber and photonics suice our 

LEAF fiber announcement last February. 



M A R K E T V A L U A T I O N 

I was, obviously, as upset as anyone last summer when our stock suffered a major setback. While the 

doubling in value since then has been gratifying, it is clear that we still have work to do to ensure that our 

valuation reflects our strategic advantages. Our products are t\ picallv highly technical and hidden far from 

the public eye inside customers' products and processes. However, our contributions are becoming 

increasingly \isible to end users, and I believe that a positive effect on our valuation w ill follow. 

Another part of this years valuation story is the prospect of a settlement in the Dow Corning litigation. As 

this unfortunate matter moves to a conclusion, rest assured that manajiement will do eventhino; we can to 

maximize shareholder value. 

O R G A N I Z A T I O N A N D O U T L O O K 

All told, it was a year of tightening and renewal. This alwavs difficult process is part and parcel of our 

ability to create additional opportunities, and we did that too. We built up our international infrastructure to 

support our telecommunications and environmental businesses in China and Europe. We also launched a 

joint cable venture in Russia with the country's leading telecomnumications cable provider, getting on the 

groimd early in anticipation of the eventual turnaround there. In adtlition, we brought a new generation of 

leaders into key top management positions and raised the total Science and Technology headcount by more 

than 15% from a year earlier. 

In an often trying year, people tlu'oughout the company responded with luidiminished enthusiasm, teamwork, 

and pride in w hat we do and how we do it. This depth of professionalism and commitment makes the hard 

jobs easier, and makes the rest a privilege. I in grateful for the opportunity to work with this superb team, 

as we head toward a new round of growth. I look forward to moving back into double-digit earnings per 

share growth territi^ry this year. 

Roger G. Ackermaii 

t^hairman and Chief Executive Officer 

Febniary 1999 
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Coming's 1998 performance demonstrated 

the value of balanced investments in com­

plementary technologies and markets.With 

the completion of the Consumer Products 

divestiture^ Coming has emerged as a focused., 

global player in several high-growth industries 

where our strengths in materials science and 

process engineering are particularly valuable. 

As some of these industries experienced a tur­

bulent year^ positions in others helped us ride 

out the volatility and prepare for the next 

wave of growth. 

This year's Annual Report profiles the major 

businesses in Coming's Telecommunications., 

Information Display and Advanced Materials 

operating segments. All these businesses share 

important characteristics. They serve large, 

growing, global markets. They offer ample scope 



i 
for long-term market leadership and prof­

itability based on technological innovation. 

And they draw on knowledge and disciplines 

that have been nurtured by Corning Science 

and Technology, our research and develop­

ment organization, to a degree that separates 

us from competitors and provides a broad 

foundation for future growth. 

Corning has a long history of continually 

reinventing itself to seize opportunities. As the 

pace of new opportunities has accelerated, we 

have streamlined our innovation model and 

developed additional ways to speed cycle time, 

anticipate customer needs and capitalize on 

the synergies among our businesses.These 

efforts are now resulting in an unprecedented 

flow of new products and technologies across 

a wide range of platforms. 



MmmmmmttimmmmimMmimmmilillttia^^ iiiittilii 

The ability to create new science and new businesses 

has been a hallmark of innovation management at 

Corning for decades. Today, nine core technologies are 

deployed globally to define futiir'c markets and leverage 

Coming's extensive intellectual property- |)0rtfolio. 

"The pace of the markets in w hich ("orning 

jiarticipates requires an aggressive approach," says Dr. 

(diaries 'Skip" Deiieka. senior \ice president of Science 

and Technology and Coming s (Hiief Technical Officer. 

"We've taken significant steps to speed innovation and 

enhance our role as an entrepreireurial incrrl)ator-. Our' 

patient investments irr cross-linkefl core technologies ai'e 

key to these accomplisluiients. ('onliiruing innovation 

that capitalizes on diese links is the engine that will drive 

long-term opportunities for optical fiber-, photonics 

and advanced materials." 

Coming s accelerated coniinitment to Science and 

Technology is reflected in the growth of research, 

development and engineering spending across the 

corporation. More than 1200 siientists and engineers 

work around the globe on R^l) initiatives closely-

linked to business strategies. 

"One performance measure for Science and 

Technology is the abilit\ to attract and retain the top 

Technical talent needed to define and develop the 

technologies of the future, savs Dr. I )eneka. "Another is 

to deliver those technologies when the markets demand 

them. \^e work to ensure that we sircceed at both. 
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No industry is more global, or more central to Coming's 

global ambitions, than telecommunications. As 

deregulation and privatization sweep away barriers 

to competition in country- after comitn-. the stage is set 

for Coming to reap growing rewards from its pioneer­

ing work in optical networking. With the volume of voice 

and especially data traffic rising faster than ever, the 

challenge to telecommunications service providers is 

to maximize capacity through the high-bandwidth 

technologies of optical fiber and photonics. 

"In the three decades since Corning s original 

invention of low-loss optical fiber, we have improved 

performance tremendously.' says Wendell Weeks, 

Coming s executive vice president for Opto-Electronics. 

"This past year alone, we brought out more than 10 

new- or enhanced liber products, taking the technology-

further than aiivone would have thought possible just 

a few- years ago. It's clear that we're stiU just beginning 

to tap fiber"s full potential." 

Photonic technologies are capable of expanding 

the benefits of optical fiber by orders of magnitude. 

Corning"s current line of photonic components and 

modules is among the most comprehensive in the 

industr\- and growing steadilv-. with more than 20 new-

products and technologies uitroduced in 1998. The 

strategy' for the coming years is to build on these product 

strengths to help customers reduce costs further while 

building better and faster networks. 
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The demand for information continues to grow. The fundamental drivers of the global demand 

for bandwidth are undeniable 
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Corning is one of the world's largest producers of 

optical fiber and cable and the exclusive supplier of 

LEAF fiber, the most technologically advanced fiber 

available today. "LFAF fiber is the first of a new 

generation of products developed to accommodate 

today's explosive net work growth," says Alan Eusden, 

vice president ami general manager of Corning s 

Teleconimirnications Products Division. "Six months 

after Ll'LAF fiber s introduction, we released an 

enhanced version made jiossible by our accelerated 

product development model. Since then, additional 

siiigl(>- anil rnultirnode fiber products have lieeii 

introduced at a raj)id pace." 

While the timing of fiber deployment varies, the 

fundamental driver of bandwidth demand is extra­

ordinarily powerful. In advanced economies, millions 

of users are turning to high-bandwidth Internet and 

video applications. In developing countries, large 

poptilarions still lack evervdav-phone service. C^orning 

l)iidges these two constituencies as low-cost producer 

and leading-edge technology developer. Siecor, an 

ec[uity venture of Siitnens and Corning, irrcorporates 

Corning technologv iirto cable and network hardware 

used in niarrv of these markets. Corning has also 

strengthened its international operations bv acipriring 

100'Ki of 0])lical Fibres' Europe-liased resources. 

Teresa Hawtof 
Market Manager 

Alan Eusden 
Vice President and 
General Manager 
Telecommunicat ions 

Products 

Invention of 
first low-loss 
optical iiber 

1983 
liilioduction 
ofS.\lK-21™ 
single-mode 
fiber 

MCI seleel;^ 
( ioniing single-
nu>de til)er fof 
lir.st major I .S. 
inslaliation 

1980 
S.\IF-2fS™ 
siuglr-mode 
liiier* and 
62. .V125 
micron nuilti-
nittde filler 
introdueed 

1990 
Fitaii'' 
optical lilier 
launched 

1994 
Hingle-inode 
liher Polari­
zation .Mode 
Dispersion 
(PMD) specitica-
tion announced 

SMF-LS™ non­
zero dispersion-
shifte.liilHT 
introduced 

1997 1998 
Ksiahlished 
new indnstiv 
s iandani foi-
single-mode 
lilier core/ 
clad concen-
(riciiy of <().(> 
Miirrotis 

d o m i n g sets 
new indus tn 
standarfl for 
single-niode 
liher core/clad 
concentiicity of 
< ()..") microns 

Single-mode 
liher mode 
Held <lianieHT 
iiriprovemenl 

of 't.20 ± 0.4 
microns 
animiiticed 

LEAl'® non-zero 
disj)e)'sion-shiflcd 
fiber itUrodnced 

In l in i ( ;o r™300and 
liiiini(:<.r™600 
iniillimode fiber 
introduced 

New outer diameter 
specifications for 
fiber (xiating 
of 2-+") ± -1 microns 
announced 

1976 
.")()/12.">inicrim 
mnltiniode tibei 
introduced 

198.5 
S\M/DS™ 
(ii>[K'ision-
sliifti'd lilicr 
iiitrodiicetl 

19t 87 1992 199; 
Cl 'Ci liher-
Cfialing 
introduced 

± 1.0mi<ron Cnniiiig l l ' l ) 
clad nui(M' wi[)> Malcolm 
diameter; > 2.(1 lialdrige National 
metci- liidius (,)ualil\ Award 
of cu r \ a tu re 

lion: and 
'l-i~> mici-on ± 
10 coaling 
outer diameter 
amiomiced 

(: |M:() liber coat-
itiii iutrinluced 

1998 
Submar ine 
I.K.M- liher 
inli'odiice(.l 

New single-
niod<' fiber curl 
s|>ecilication 
of >-+.() meter 
radius of c u r \ a -
ture aimouDced 

SMI-2.';™ liher 
with Duraclad™ 
introduced 

Announced 10(1 
tint] bend 
specitication o\i'r 
a 50 uim man­
drel. with<().(r) 
dB and < 0.10 
dB attenuation 
increase at h^lO 
and looO nano­
meter wavelength!-
respectively 

X and Cable 
O P T I C A L F I B E R 

One of the worlds largest fiber suj)[)liers 

Low-cost fiber producer 

Most technologically adyanced fiber: 

LEAI' 

C A B L E 

Siecor: world's largest manufactiner 

of optical fiber cables 

(Connectors, optical hardware and 

network interface devices 

Martrrfactining fatilities irr the I'.S., 

C-anada. Mexico. Puerto Rico aiul the 

Dominican Republic 

Optical Fiber Market Crowtli 

Millions of kilometers 

12(1 CACR 
19')0-1<)98 :«!% 
199,",-2()()2 l.")-20% 

100 
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Coming's Photonic Technologies Division provides 

breakthrough products that maximize the capacity, 

performance and reliability of optical networks. 

"Optical networking is evolving rapidly, and Coming 

is driving it forward," says Gerald Fine, vice president 

and general manager of the division. "As market 

forces and lower costs drive the conversion to photonics. 

Corning innovations are enabling huge increases in 

network speed and capacity." 

Corning makes a w ide range of specialized 

photonic products at the module and component levels. 

These products include amplifiers, dispersion com­

pensation and wavelength add-drop modules, and 

components including MultiClad™ couplers, fiber 

Bragg gratings, thin-fikn filters and other micro-optic 

devices that enable the use of dense w-avelength div i~ 

sion multiplexing (DWDM) technology to maximize 

capacity and minimize operating costs. 

Corning s worldwide research and development 

investment is paying off in state-of-the-art products 

and business partnerships with leading network 

providers. Advanced production facilities and rigorous 

process controls are the other elements in Coming's 

increasing success in turning this high-growth 

opportunity into a volume manufacturing business. 

Penelope Zonneville 
Engineering Leader Laura Childs 

Quality Assurance 
Technician 

Gerald Fine 
Vice President and General Manager 
Photonic Technologies 

MultiClad™ 
ntra-High 
Reliahililv 
Couplers 
introduced 

nX\ lOGh/s 
IJbiuni Doped 
Fiber .\mplifier 
(I:DKA) 
FiberGain® 
Modules 
inlroducefl 

DCNPModules 
introduced 

n 1 c 
One of the world's largest suppliers of 

passive components and modules for 

optical networks 

Four product development facilities, 

two manufacturing locations, global 

sales and marketing 

Key supplier to leading telecommuni­

cations svstems companies 

World-class caj)abilities in 

- materials science 

- optical systems modeling 

- optics 

s 
Photonics Market Growth 

Millions of dollars 

()000 CACR 
40+% 

•oOOO 

-tooo 

:5(I00 

1000 

98 99 00 01 02 
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Corning s Information Displav^ portfolio centers on 

the production of the ultra-thin glass used in li(|uid 

crv'stal displav s — a market doubling every tsvo yeais. 

Laptoj) and desktop computers, digital cameras, 

personal digital assistants and automotive displays are 

all contributing to diis explosive growth. "The challenge 

for Corning is to turn its technical and market 

leadersliip into sustained profitability, ' says Peter 

Volanakis, executive vice president for Display Products 

and Science Pr'oducts. "The way to do this is to keep 

driving down costs through higher yields and [)ro-

dirctivitv while ineetinsi' ever-increasing teclntical 

demands. Coming's expertise in fusion glass and our 

portfolio of patented specialty glasses enable us to 

meet customer requirements for increasingly faster, 

higher-resolution, larger and less expensive LCDs." 

In the j)rojection display market, the challenge 

is to build on Corning's technological leadership to 

meet emergingleipurements in digital/lrigh-definirion 

systems for entertainment and commercial use. 

In (lornings traditional, more mature t(4e\ision 

glass businesses, car'cfrrl attention to|)rodirct lifec\cles 

and selective investment management are key factors 

for financial success airt I lot rg-tenn snategic positioning. 

Satoshi Furuyama 
President 
Corning Japan K.K 

Robert Yard 
Director of Worldwide Marketing 

Peter Volanakis 
Executive Vice President 
Display Products and 
Science Products 

«) 

]| 

Advances in liqiiiti crystal display technology, coupled with rapidly declining prices, liav-e enabled 

new applications and rapidly growing markets for LCDs 

E N T E R T A I N M E N T A N D C O M P U T I N G 

Portable computing 

Digital platform 

Internet access 

Affordabilin-

N E W D I S P L A Y A P P L I C A T I O N S 

Cameras 

On-board navigarion systems 

Kiosks 

Portable devices 

Capitalize on the rapid growth of the LCD market and steady growth of the projection market, whUe 

maximizing cash from our position in the maturing TV glass market 

Coii\('iili()iial '|-\- Pfojecrioii Lens 
Asscmblii's 

Precision 
Flat Class 

IVailitioiial I'oillolic Ciuwtli Poitfolio 

OnDisplay 
Low cost 

High resolution 

Large size 

Ultra-light, ultra-thin 

LCD Flat Panel Glass Market Growth 

Millions of square feet 

200 

1.->0 

100 

CACR 
1992-1998 49% 
1998-200.5 2.5% 
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Coming's Advanced Materials businesses trace their 

origins to core competencies anil tecluiologies diat have 

fueled the company's growth for generations. Thev are 

also at the cutting edge of global trends that complement 

developments in telecomnumications and infonnation 

display. "Our semiconductor materials, enviroiunental 

and advanced lighting businesses all draw- on a 

common core of Coming expertise in ojitics. ceramics 

and glass chemistiT. observes Xorni (^anifv-, president 

of Corning Technologies. "Thev also pla\ into the 

worldwide drive lor miniaturization and automation, 

where Comings mastery of mannfaitming process 

engineering adds critical value." 

Rusiness units in the Advanced Materials 

segment are depicted in the chart on die fating page. 

They are all characterized bv close customer reladon-

ships in w hich custom technology development and 

awareness of geogra|)liic market requirements play 

important roles. "To be a leading global supĵ iliei-. you 

have to respond quickly and flexibly in a \ ariety of 

circumstances. " says Robert Ecklin. executive vice 

president. Environmental and (Corporate Marketing. 

"We're wDiking around the w orld with organizations 

that demand the highest reliability not only in 

technology, but in the vendors they deal with. And 

thev can count on Corning. 

Linda Gaskill 

Business Technology Manage 
Science Products 

Philippe Delloye 
President 
Corning Europe 

William Plerhoples 
Division Vice President 
Manufacturing Technology 
and Engineering 

Robert Ecklin 
Executive Vice President 
Environmental and 
Corporate Marketing 

U S I N E S S E S M A R K E T S P R O D U C T S 

Ktiv-iroiuiieiital Prodiict.'i Ncliicl Ic c'liiissioiis con ti 'ol 

Sialiniiaf\ rmi^^ions coiilrnl 

t>iaiiiic siihstfates 

Diesel |)articiilate filters 

Reuciieialive lli(Tiiial oxidizeis (lieat excliaiigeis) 

Catalyzed siih^tiates I'oi- NOx fediiction in power plants 

iMiroke Si i ioo t l i top sIO\('s P\ loceiaiii sheet "las; 

Materials Teclniolo Seiiiiediidiictor iiiaiiiiractiiriiij; High piiritj" fused silica 

Aiit(irnoti\i' lidiliiii; Tithing and sealed-heani lenses anil rellecliirs 

(ioinniereial and residential lighting Tnhiiig and PAR (Paraholic Ahiininized Retlector) lenses am 

Optical isolators for lasers Polarcor 

(telecoimiHMiications) 

Astioiioniical ei|iiipnient Telescope niirrors 

Optical Products I'.veuiasses Lens hiaiiks 

Science Products Scientilic lahoratories 

Pharmaceutical research 

Glass lal tware 

Lahorator\ e(|iiipinent 

Plastic laliwarc 

AiKanceil plastics I'or cell Itiolttgv 

I S . Precision Lens 'rojection T'\' Plastic/glass lens systems 



Industry competition and end-user demand are 

driving semiconductor makers to ever-finer circuitrv-

in pursuit of higher processing speeds. Critical to the 

manufacture of today's densely packed computer 

chips are the high-power lens assemblies used in 

laser microlithography "stepper " systems."The 

choice of lithography increasingly looms as one of the 

biggest technology decisions semiconductor makers 

face, says Randall Price, executive vice president. 

Advanced Materials. "Coming's high purity^ hised silica, 

with its extraordinary optical claiitv-. has emerged 

as the preferred material for current and emerging 

generations of steppers worldwide." 

With purity in the parts-per-biUion range, Coming 

ftPFS® is ideally suited to the task of pushing the limits 

on circmt size and complexitv- And (doming is extending 

its leadership in materials and metrology on several 

fronts.Materials now in development will enable 

futui-e argon fluoride laser systems to print lines 1/800''' 

the diameter of a limnan hair. Meanwhile, research into 

photomask technologies has yielded products now in 

beta test with implications for the next 15 years of 

lithography generations. Wliile the semiconductor 

industiy retrenched tlranialically in 1998. demand for 

faster, more powerful electronics willinevitablv fuel 

long-term grow tli. 

Jocelyn Bayliss 
Process Engineer 

Laura Philips 
Manager 
Materials Technologies 
Development 

Randall Price 
Executive Vice President 
Advanced Materials 

Gitimoy Kar 
Business Technology 
Director 
Advanced Materials 
Development 

Explosive worldwide demand for faster, more powerful computer chips is driving the continual 

advancement of semiconductor manufacturing technology 

C O M P U T I N G P O W E R 

Faster processors 

More memory 

S E M I C O N D U C T O R T E C H N O L O G Y 

Narrower lines and smaller features on 

computer chips 

Develop and mamd'atture materials to enable future generations of semiconductor technology 

Toda 

D E E P U L T R A V I O L E T T E C H N O L O G I E S 

Krvpton l lnoride Laser Argon ll i ioride Laser 

2000 2005 

B E Y O N D D E E P U V 

I'.xtretne I Itraviolet. Scalpel. 

X-rav atid E-heain, other 
201( 

Conlinned growth in stepper optics I'.xplore new markets leveraging nianiiractitting hase i ; technology ex[)ertise 

lluctor M a t e r i a l s 

Manufacturing process for faster chips 

requires change from I-line stepper 

cameras using visible light to a nev̂ -

krypton fluoride laser using ultra­

violet light 

This technology shift works only with 

high purity fused silica optics 

Deep Ldtraviolet Lithography 

Number of lens elements 

-tO.OOO CAf;R 
2 2 % 

.•50.000 

20,000 

10.000 
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"Even- automotive company in the world relies on 

Corning cellular ceramic technologv- to meet the 

increasing demand for cleaner vehicles, reports 

Adriane Browti, vice president and general manager 

of Coming's Environmental Products Division. Coming 

technologv' has been incoiporated into the catalvtic 

converters of more than '500 million velucles since the 

1970s and is protected by more than 200 patents 

w-orldwide. \ new- generation of products offeiing liigher 

I'tdl densities will enable vehicle rnanufacturers to 

meet the increasingly stringent standai'ds projected foi' 

the United States and westeni Europe through the vear 

20().'i. In addition, a new- Coming facility in China will 

provide engineering, manufacturing and customer 

support for Asian markets where emission controls are 

being implemented for the first time. 

Corning is applying similar ceramic technology 

in other areas. State-of-the-art Cornina; solutions for 

the control of nitrous oxide and particulate emissions 

are already prov ing their value in power plants and 

other stationarv sources. And ceramic monoliths are 

showing great promise as a means of delivering 

initeased yields and process enhancements to the 

petrochemical industry. 

T 

Christine Nagel 
Plant Manager 
Erwin, NY 

Pronob Bardhan 
Core Technology Director 
Cellular Ceramics 

Adriane Brown 
Vice President and General Manager 
Environmental Products 

Continued tightening of clean-air policies and emissions regulations in United States. Europe 

and lapaii 

Adoption and enforcement of first-time emissions regulations in the rest of the world 

Automotive industry recognition of glowing consumer demand for lov\ -emission vehicles 

» 

Provide advanced material and comjionent solutions to help reduce air pollution and improve 

chemical processes 

(Jheniicai Process_ 
Etihanccmenf 

-Plant I'.missions l^ednction -

Xi'liicle Lniis^ion- RedMctioii 

19 .̂) 1990 1905 2000 2005 

m e n t a 
Cost efficiency 

Space efficiency and weight savings 

Thermal anil mechanical durabilitv 

Solutions to meet new /tighter legislation 

Wbrldwide Substrate Market Grow-di 

.Millions of substrates 

100 CACR 
6% 
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80 

40 
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Coming has been making laboratory vessels since 1915, 

and plastic products for cell biologv' since 1974. Today's 

revolution in life science research is creating new 

opportunities for drug discoveiy and testing technologies 

that also draw- on Coming strengths. As pharmaceutical 

companies compete to develop and market increasingly 

sophisticated compounds, they are turning to a new-

generation of laboratory tools to enhance research pro-

ductivitv-. reduce costs and s})eed time to market. 

"Corning has traditionally had great expertise in 

complex polymers, surface chemistrv-, engineering 

and optics," says Pierce Baker, senior vice president. 

Science Products. "That expertise is now being coupled 

with extensive capabilities in molecular liiology and 

high-volume manufacturing to produce a growing range 

of tools for genomics, combinatorial chemistrv- and high-

throughput screening." Today Corning is a leading 

maker of advanced microplates to support the high­

speed automated testing of potential drug candidates. 

An extensive stream of new- products targets additional 

DNA analysis and drug discoveiy markets expected to 

total $2-.3 billion by 200.5. 

Lisa Vorst 
Financial Manager 

Steven McGary 
Information Technology Leader 

David Root 
Vice President, Research 
Science Products 

Pierce Baker 
Senior Vice President 
Science Products 

S P E E D A N D P R O D U C T I V I T Y O F R E S E A R C H 

New drugs are necessarv- for growth 

Large premium for innovation 

Significant penalties for delay 

Robust product pipelines 

Provide tools to enable the next generation of pharmaceutical research analysis, including genomics, 

combinatorial chemistry and high-throughput screening by utilizing Coming's core competencies 

in material and surface science, optics, molecular biology and engineering 

Miniaturization 

Microplates W Advanced array products 

High-speed autoinatioii 

c 1 e n c e 
High-speed analysis of DNA and its 

fmiction 

Rational, efficient approach to syn­

thesizing large numbers of potential 

drug candidates 

Fast, automated techniques for simul­

taneous testing of drug candidates 

Impact of High-Throughput Screening 

Millions of assays per company per year 

200 Targets screened x coinpoutids 
(high/low estimates) 

1.50 

100 

97 02 
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Products Markets 

Scientific leadership and an unrelenting focus on customer needs have brought Coming into the top tier of global 

companies providing enabling technologies to the telecomnumications, information display and advEinced 

materials markets. In each of the industries we serve. Coming customers include international leaders and 

! technological pioneers who depend on our ability to deliver superior solutions reliably and economically. 

Yet while Coming products often have mission-critical value to customers, they are usually invisible 

beyond the confines of those customer relationships. The following pages offer photographic evidence of the 

critical role oiu- technologies play in these high-growth global markets. 



Intense competition ainong telecommunications service providers has accelerated the demand for the performance benefits of opti­

cal networking. As one of the world's largest producers of optical fiber and cable, Corning has led the industry in the development of 

advanced fiber technologies and sophisticated high-volume manufacturing processes. Corning's LEAF® optical fiber, introduced in February 

1998 and already in its second generation, has emerged as the fiber of choice for 10-gigabit-per-second applications. 
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Coming's photonic technology is at the heart of today's most advanced telecommunications networks. This optical amplifier module, 

developed in close collaboration with Corning customers, is one of many products developed by Corning that boost, combine, 

separate and connect optical signals on the world's fastest networks. 



Demand for increased network capacity is fueled by global infrastructure development, explosive Internet growth and the trend to 

increasingly complex multimedia applications. Traffic at www.corning.com typified the experience of companies all over the world, 

rising by a factor of 10 from 1997 to 1998. 

http://www.corning.com


To the consumer it's the ultra-light, ultra-thin glass that goes into an LCD screen; to the engineer it's a transparei 

substrate, loaded with invisible circuitry. Either way, it's essential to notebook computers and a growing array of hand-

and consumer electronic products. Corning and its affiliates make more of it than everyone else in the world put toge" 





As semiconductor makers continue to push for greater miniaturization, the design of optics required for microlithography "stepper" 

systems becomes critical to the ability to upgrade manufacturing capabilities. Corning's high purity fused sihca is tlie worldwide standard 

for the huge lens assemblies needed to produce circuit patterns. Current line widths are less than 1/400 the diameter of a single human hair. 
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More than two decades of leadership in environmental products are reflected in these Corning ceramic substrates destined for use 

in catalytic converters. High-density versions with 600 cells per square inch — 50% more than conventional substrates — are already 

in production to enable car makers to coiTiply with increasingly stringent regulations in coming years. Corning applies similar ceramic 

technology to reduce emissions from power plants. 
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For years government regulation has been the driving force behind the development of improved means of pollution control. Now 

car makers are discovering that environmentally friendly performance can be a positive differentiator in an increasingly cluttered 

consuiner marketplace. The result: new appreciation for technologies previously hidden from consumers — and a higher-profile role 

for Coming's advanced ceramics, integral to low- and ultra-low-emission vehicles. 



jtical companies pursue the development of advanced therapies, they are increasingly relying on a new generation 

I systems for drug discovery and testing. Corning microplates have been optimized for robotic and instrumental 

to enable a wide variety of assay formats in high-throughput screening. 
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High-throughput drug screening technologies are enabling pharmaceutical and biotechnology companies to achieve geometric 

increases in R&D productivity. New Corning products are critical components in these high-speed processes. 
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S E G M E N T H I G H L I G H T S 

{In inillioiis) 

Telecommunications 
Advanced Materials 
Infonnation Display 
Total Segments 

Non-segment net sales (i) 
Royalty, interest and dividend income 
Non-operating gains 
Total 

1998 

$1,791.7 
1,020.1 

644.7 
3,456.5 

27.5 
48.4 
39.7 

$3,572.1 

Revenues 
1997 

$1,795.3 
1,030.4 

664.2 
3,489.9 

26.9 
37.5 

$3,554.3 

1996 

$1,397.7 
1.031.4 

565.5 
2,994.6 

29.4 
29.7 

$3,053.7 

(1) Includes amounts derived from corporate investments. 



C O N S O L I D A T E D S T A T E M E N T S O F I N C O M 

(In m i l l i o n s , e.xcept p e r s h a r e a m o u n t s ) 

R E V E N U E S 

Net sales 
Royalty, interest and dividend income 
Non-operating gains 

D E D 11 C: T 1 0 N S 

Cost of sales 
Selling, general and administrative expenses 
Provision for restructuring 
Research, development and engineering expenses 
Interest expense, net 
Other, net 

E 

Income from continuing operations before taxes on income 
Taxes on income from continuing operations 

Income from continuing operations before minority 
and equity earnings 

Minority interest in earnings of subsidiaries 
Dividends on convertible preferred securities of sub 
Equity in earnings of associated companies 

Income from continuing operations 

interest 

jidiary 

Income (loss) from discontinued operations, net of income taxes 
Life science businesses 
Consumer housewares business 

N E T I N C O M E 

B A S K : E A R N I N G S P E R S H A R E 

Continuing operations 
Discontinued operations 

N E T I N C O M E 

D I L U T E D E A R N I N G S P E R S H A R E 

Continuing operations 
Discontinued operations 

N E T I N C O M E 

S H A R E S t S E D I N C O M P U T I N G E A R N I N G S P E R S H A R E 

Basic earnings per share 
Diluted earnings per share 

The accompanying note.s are an integral part of these statements. 

Corning ncorporate d an 

Year Endet 

1998 

$3,484.0 
48.4 
39.7 

3,572.1 

2,153.9 

— 

1 

$ 

1 

$ 

$[ 

487.7 
84.6 

293.9 
56.7 
55.7 

439.6 
132.8 

306.8 
(60.9) 
(13.7) 
95.3 

327.5 

66.5 

394.0 

1.42 
0.29 

1.71 

1.39 
0.28 

1.67 

229.6 
243.9 

„ 

d Subsidiary Companies 

J December 

1997 

$3,516.8 
37.5 

3,554.3 

2,042.3 

$ 

$ 

$ 

$ 

$ 

541.6 

250.3 
72.0 
18.9 

629.2 
209.5 

419.7 
(76.3) 
(13.7) 
79.2 

408.9 

30.9 

439.8 

1.79 
0.13 

1.92 

1.72 
0.13 

1.85 

228.1 
245.4 

3 1 , 

1996 

$3,024.0 
29.7 

3,053.7 

1,830.1 

$ 

$ 

$ 

$ 

$ 

499.4 

189.2 
57.2 
22.0 

455.8 
151.4 

304.4 
(52.5) 
(13.7) 
85.1 

323.3 

(167.3) 
19.6 

175.6 

1.42 
(0.66) 

0.76 

1.40 
(0.62) 

0.78 

227.1 
239.5 



C O N S O L I D A T E D B A L A N C E S H E E T S Corning Incorporated and Subsidiary Companies 

(In millions, excepr share amounts) 

A S S E T S 

December 31, 

1998 1997 

C U R R E N T A S S E T S 

Cash 
Short-term investments, at cost, which approximates market value 
Accounts receivable, net of doubtful accounts and 

allowances - $15.2/1998; $10.7/1997 
Inventories 
Deferred taxes on income and other current assets 

Total current assets 

$ 12.2 
33.2 

636.0 
458.7 
170.2 

1,310.3 

$ 61.0 
36.0 

559.7 
428.3 
114.1 

1,199.1 

Investments 
Associated companies, at equity 
Others, at cost or fair value 

Plant and equipment, at cost, net of accumulated depreciation 
Goodwill and other intangible assets, net of accumulated 

313.1 292.9 
53.1 17.1 

2,684.9 2,267.9 

amortization - $66.7/1998; $51.5/1997 
Other assets 
Net assets of discontinued operations 

T O T A L A S S E T S 

L I A B I L I T I E S A N D S H A R E H O L D E R S " E Q U I T Y 

C U R R E N T L I A B I L I T I E S 

Loans payable 
Accounts payable 
Other accrued liabilities 

Total current liabilities 

Other liabilities 
Loans payable beyond one year 
Minority interest in subsidiary companies 
Convertible preferred securities of subsidiary' 
Convertible preferred stock 
Common shareholders' equity 

Common stock, including excess over par value and other capital -
par value $0.50 per share; Shares authorized: 500 million; 
Shares issued: 265.9 minion/1998; 264.3 minion/1997 

Retained earnings 
Less cost of 34.4 million/1998 and 32.7 minion/1997 

shares of common stock in treasury 
Accumulated other comprehensive income 

Total common shareholders' equity 

T O T A L L I A B I L I T I E S AND S H A R E H O L D E R S ' E Q U I T Y 

The accompanying notes are an integral part of these statements. 

309.7 
310.8 

$4,981.9 

$ 204.6 
291.7 
578.4 

1,074.7 

674.1 
998.3 
346.1 
365.2 

17.9 

766.0 
1,521.7 

(790.0) 
7.9 

1,505.6 

$4,981.9 

294.2 
263.1 
357.6 

$4,691.9 

$ 213.0 
300.0 
444.7 

957.7 

627.5 
1,125.8 

349.3 
365.3 

19.8 

707.2 
1,296.0 

(724.5) 
(32.2) 

1,246.5 

$4,691.9 

-J 



C O N S O L I D A T E D S T A T E M E N T S O F C A S H F L O W S Corning Incorporated and Subsidiary Companies 

(In millions) 

Year Eniled December 3 1 , 

1998 1997 1996 

C A S H F L O W S F R O M O P E R A T I N G A C T I V I T I E S : 

Net income 
Adjustments to reconcile net income to net cash 

provided by operating activities of continuing operations: 
(Income) loss from discontinued operations 
Depreciation and amortization 
Non-operating gains 
Provision for restructuring, net of cash spent 
Employee benefit expense in excess of cash funding 
Equitv^ in earnings of associated companies, less than 

(in excess of) dividends received 
Minority interest in earnings of subsidiaries 

in excess of dividends paid 
(Gains) losses on disposition of properties and investments 
Deferred tax provision (benefit) 
Other non-cash items 

Changes in operating assets and liabilities: 
Accounts receivable 
Inventories 
Other current assets 
Accounts payable and other current liabilities 

394.0 $ 439.8 $ 175.6 

(66.5) 
298.0 
(39.7) 
61.3 
40.6 

(30.9) 
285.9 

35.2 

147.7 
252.3 

11.2 

(32.0) (13.9) 2.9 

8.7 
9.3 

(4.0) 
34.4 

(56.1) 
(7.3) 

(14.0) 
10.9 

40.8 
(6.2) 

(10.3) 
3.8 

(69.9) 
(69.5) 

(8.4) 
57.7 

18.8 
5.1 

17.7 
(6.8 

(92.1 
(64.5 
(21.1 
74.3 

N E T C A S H P R O V I D E D BV O P E R A T I N G A C: T I V I T I E S O F 

C O N T I N I M N G O P E R A T I O N S 

C A S H F L O W S F R O M I N V E S T I N G A C T I V I T I E S : 

Additions to plant and equipment 
Acquisitions of businesses, net 
Net proceeds from disposition of properties and investments 
Proceeds from divestiture of consumer housewares business 
Proceeds from distributions of subsidiaries 
Net increase in long-term investments 
Other, net 

637.6 654.1 521.1 

(713.6) 
(43.5) 
140.3 
593.1 

(102.1) 
0.1 

(745.6) 
(32.0) 
56.2 

(8.8) 
16.8 

(560.2) 
(15.1) 
35.9 

650.0 
(12.7) 
19.7 

N E T C A S H P R O V I D E D B V ( U S E D I N ) I N V E S T I N G A C: T I V I T I E S 

O F C i O N T I N l i I N G O P E R A T I O N S 

C A S H F L O W S F R O M F I N A N C I N G A C T I V I T I E S : 

Proceeds from issuance of loans 
Repayments of loans 
Repayments of loans with proceeds from divestiture of consuiner 

housewares business in 1998 and distributions of subsidiaries in 1996 
Increase in minority interest due to capital contributions 
Proceeds from issuance of common stock 
Repurchases of common stock 
Dividends paid 

(125.7) (713.4) 117.6 

300.4 
(148.4) 

(343.0) 

22.4 
(59.7) 

(168.3) 

129.8 
(33.0) 

37.2 
(50.1) 

(167.8) 

415.4 
(205.0) 

(450.0) 
8.6 

43.4 
(83.9) 

(167.2) 

N E T C A S H U S E D I N F I N A N C I N G A C T I V I T I E S O F 

C O N T I N U I N G O P E R A T I O N S 

Effect of exchange rates on cash 
Effect of accoimting calendar change on cash 
Cash provided by (used in) discontinued operations 

Net change in cash and cash equivalents 
Cash and cash equivalents at beginning of year 

C A S H AND C A S H E Q U I V A L E N T S AT E N D OF YEAR 

The accotnpanying notes are an integral part of these statements. 

(396.6) (83.9) (438.7) 

5.1 

(172.0) 

(51.6) 
97.0 

$ 45.4 

3.1 

22.0 

(118.1) 
215.1 

$ 97.0 

(2.2 
(17.5 

(141.9 

38.4 
176.7 

$ 215.1 



C O N S O L I D A T E D S T A T E M E N 

S H A R E H O L D E R S ' E Q U I T Y 

(In m i l l i o n s , e x c e p t p e r s h a r e a m o u n t s ) 

B A L A N C E , D E C E M B E R 3 1 , 1 9 9 5 

Net income 
Foreign currency 

translation adjustment 

Total comprehensive income 

Shares issued 
Coming Stock Ownership Trust 
Distributions of subsidiaries 
Repurchases of shares 
Dividends on stock ($0.72 per share) 
Other, net 

B A L A N C E , D E C E M B E R 3 1 . 1 9 9 6 

Net income 
Foreign currency 

translation adjustment 

Total comprehensive income 

Shares issued 
Coming Stock Ownership Trust 
Repurchases of shares 
Dividends on stock ($0.72 per share) 
Other, net 

B A L A N C E , D E C E M B E R 3 1 , 1 9 9 7 

Net income 
Foreign currency 

translation adjustment 
Unrealized loss on marketable 

securities, net of tax 

Total comprehensive income 

Shares issued 
Coming Stock Ownership Trust 
Repurchases of shares 
Dividends on stock ($0.72 per share) 
Other, net 

1 B A L A N C E , D E C E M B E R 3 1 , 1 9 9 8 

The accompanying notes are an integral pa 

T S OF 

Common 

Stook 

$129.3 

1.2 

130.5 

1.7 

132.2 

0.8 

$133.0 

rt of these 

C H A N G 

Capital in 

Excess of 

Par Value 

$1,116.7 

45.6 

(653.5) 

53.5 

562.3 

111.0 

19,6 

692.9 

42.7 

28.5 

$ 764.1 

statements. 

S I N 

Unearned 

Compensation 

$(133.0) 

(19.7) 

25.9 

(126.8) 

14.5 

(5.6) 

(117.9) 

(3.1) 

(10.1) 

$(131.1) 

1 

Corning Incorporated and Subsidiary Companies 

Retained 

Earnings 

$1,496.5 

175.6 

(473.2) 

(167.2) 
{7.7) 

1,024.0 

439.8 

(167.8) 

1,296.0 

394.0 

(168.3) 

$1,521.7 

Accumulated 

Other 

TreasuT)^ Ciomprehensive 

Stock Income 

$(563.0) $ 56.5 

(12.9) 

(50.5) 

(59.0) 

(672.5) 43.6 

(75.8) 

(50.1) 

(1.9) 

(724.5) (32.2) 

41.1 

(1.0) 

(59.7) 

(5.8) 

$(790.0) $ 7.9 

Total 

Shareholders" 

Equity 

$ 2,103.0 

175.6 

(12.9) 

162.7 

46.8 
(19,7) 

(1,126,7) 
(50,5) 

(167.2) 
12.7 

961.1 

439.8 

(75.8) 

364.0 

112.7 
14.5 

(50.1) 
(167.8) 

12.1 

1,246.5 

394.0 

41.1 

(1.0) 

434.1 

43.5 
(3.1) 

(59.7) 
(168.3) 

12.6 

$ 1,505.6 



F I N A N C I A L R E V I E W Corning Incorporated and Subsidiary Companies 

(Unaudited) 

Coming's strategv' is to focus its resources on growth opportunities in its Telecommunications, Advanced 
Materials and Information Display Segments. During 1998, this objective was evidenced through facility and 
capacity expansion and an increase in research and development spending within Coming's growth businesses. 

Following a record year in 1997, Coming's results were adversely impacted throughout 1998 bv the effects of 
the Asian economic slowdowii, which began in the fourth quarter of 1997. These effects, which included a sub­
stantial reduction in prices in many businesses and a downward shift in customer demand for certain Corning 
products, were most significant in the first half of the year and caused net income for the first half of 1998 to 
be down significantly in comparison to net income for the same period in 1997. During the second half of the 
year. Coming benefited from an increase in new premium fiber product sales and stronger results in many 
other businesses, due in part to restructuring and other cost reduction programs. As a result, comparisons in 
the second half were better than the first; however, net income for the year was dowii from 1997. 

Looking forward. Corning is optimistic that it will resume overall earnings growth in 1999, and is coitunitted 
to continued investment in the development of new products in all three operating segments. 

R E S U L T S O F C O N T I N U I N G O P E R A T I O N S 

Consolidated sales in 1998 were $3.48 billion, down slightly from 1997. Significant pricing pressures in many 
key businesses accelerated by the continued volatility in the Asian marketplace were mostly offset by volume 
gains primarily in the Telecommunications Segment. Strong demand for optical fiber and cable products in 
1997 drove consolidated sales to a 16% increase over 1996. 

Income from continuing operations totaled $327.5 million, or $1.39 per share, in 1998 compared with income 
from the same operations of $408.9 million, or $1.72 per share, in 1997, and $323.3 million, or $1.40 per share, 
in 1996. Net income mid eamtngs per share in 1998 include a restructuring charge of $84.6 miUion ($49.2 iniEion 
after tax and minority interest), or $0.21 per share, and non-operating gains totaling $39.7 imUioii ($22.9 million 
after tax), or $0.10 per share, from the merger between Molecular Simulations, Inc. and Pharmacopeia, Inc. 
and the divestiture of several small science products businesses. 

Excluding the restructuring charge and the non-operating gains, Corning's income and earnings per share 
from continuing operations were $353.8 million, or $1.50 per share, a decline of 13% from results of the same 
operations in 1997. The decrease in earnings primarily reflects a significant decline in the performance of the 
Telecommunications Segment, a modest decline in the results of the Advanced Materials Segment and 
improved operating performance of the Information Display Segment. 

In 1997, Corning's income and earnings per share from continuing operations increased 26% and 23%, respec­
tively, over results from the same operations in 1996. Earnings in 1997 reflect strong performance in the 
Telecommimicatioiis Segment, increased earnings from the Advanced Materials Segment and improved results 
in the Information Display Segment. 

O P E R A T I N G S E G M E N T S 

Coming's products and services are grouped into three operating segments: Telecommunications, Advanced 
Materials and Information Display. The earnings of equity affiliates, which are closely associated with 
Corning's operating segments, are included in segment net income. Additional information on the acquisi­
tions and divestitures discussed in the segment analysis is included in Note 2 of the Notes to Consolidated 
Financial Statements. 

The financial results for Coming's three operating segments have been prepared on a basis that is consistent 
with the manner in which Corning management internally disaggregates financial information for the purpose 
of assisting in making internal operating decisions. In this regard, certain common expenses have been allo­
cated among segments differently than would be required for stand alone financial information prepared in 
accordance with generally accepted accounting principles. 



T E L E C O M M U N I C A T I O N S 

1998 1997 1996 

$1,791.7 $1,795.3 $1,397.7 

$ 221.9 
(37.3) 
20.7 

$ 205.3 

$ 307.3 
(46.0) 
36.2 

$ 297.5 

$ 247.6 
(38.1 
44.9 

$ 254.4 

(In millions) 

Net sales 
Segment earnings before minority interest 

and equity earnings 
Minority interest 
Equity in earnings of associated companies 

Segment net income 

Sales in the Telecommunications Segment were flat in 1998 compared to 1997, as significant declines in the 
optical fiber and cable businesses offset gains in the photonic technologies and hardware and equipment busi­
nesses. Segment net income decreased significantly in 1998 primarily due to a decline in the profitability of 
optical fiber and cable, higher research and development spending and lower ecpiity earnings. 

Optical fiber and cable sales decreased substantially in 1998, as strong volume growth in the domestic fiber 
markets was more than offset by pricing declines, particularly within the international fiber markets. 
Domestic volume growth continues to be driven by regional, local and long-haul telephone companies and 
cable television operators who are installing optical fiber to increase network capacity, reducing operating costs 
and adding new services. Volume was also driven by the introduction of high data rate premium fibers, 
particularly in the second half of the year. The continued reduction in optical fiber prices is the result of 
overcapacity in the worldwide optical fiber market, which was exacerbated in 1998 by the economic events 
occurring throughout the Asian marketplace. Earnings in the optical fiber and cable businesses in 1998 
declined significantly in comparison to 1997, reflecting the lower margin on fiber and cable sales and decreased 
equity earnings in Corning's international optical fiber equity companies. Equity earnings declined primarily 
due to a reduction in prices, weak volume and a restructuring charge recorded in the third quarter. 

Due to the overcapacity in the global fiber market throughout 1998, Coming slowed the construction of its new 
$400 million optical fiber production facility in Concord, North Carolina. Coming currently expects to begin 
production at this facility in late 1999 or early 2000, depending on market conditions. 

In December 1998, Corning acquired the 50% holdings in Optical Fibres previously owned by BlCC pic for con­
sideration of $47 million in cash and assumption of $27 million of debt. As a result, Corning now owns 100% 
of this subsidiary' and began consolidating its results in December 1998. 

Sales and earnings of Corning's optical fiber and optical cable businesses increased significantly in 1997 com­
pared to 1996 as a result of strong worldwide demand for information transmission products, reflecting the 
need for increased capacity within domestic fiber markets and the upgrade of existing telecommunication 
infrastructures by China and other developing countries. Equity earnings decreased in comparison to 1996, as 
volume increases in European equity companies were offset by price declines and reduced volume in 
AustraUan and Southeast Asian markets. In response to the dramatic increase in worldwide demand for optical 
fiber starting in 1996 and continuing in 1997, Corning increased capacity during 1997 vvith the completion of 
an approximately $250 million expansion of its optical fiber production facility in Wilmington, North Carolina 
and began construction on the new production facility in Concord, North Carolina. 

In 1997, Corning formed Samara Optical Cable Company, located in Samara, Ru.ssia, which is owned by 
Coming and Samara Cable Company. This investment is expected to improve geographic market access for 
optical fiber produced in Coming's domestic production facilities. Sales and earnings of this business were not 
significant in 1998 and 1997. 

The pliotonic technologies business experienced sales grov '̂th of more than 30% in 1998 following growth of 
150% in 1997. This gro\v"th reflects a substantial increase in volume of fiber gain modules and the introduction 
of new products. Sales in 1997 also reflected increased volume and the second quarter acquisition of Optical 
Corporation of America, a worldwide supplier of opto-electronic components. The growth in sales over the last 
three years has been more than offset by costs related to expanding production facilities and by substantial 
research and development spending, which more than doubled in 1998 and resulted in the business incurring 
a loss in all three years. In 1997, Corning substantially completed constmction of a $40 iiiillion production 
facility near Corning, New York. 



Sales and earnings in Corning's telecommmiications hardware and equipment business increased slightly in 
1998 as volume gains and cost reduction efforts offset price declines. In 1997, sales and earnings in the business 
increased as volume gains offset costs associated with the consolidation of certain plant operations. 

OUTLOOK Sales in the Telecommunications Segment are expected to increase significantly in 1999, 
primarily due to stronger demand for fiber, cable and photonic technology products throughout the global 
marketplace, offset somewhat by continued pricing pressures. Segment sales will also be favorably impacted 
by the consolidation of Optical Fibres, which had sales of approximately $100 million in 1998. Segment net 
income is expected to resume double-digit growth in 1999 as sales gains in the fiber, cable and photonic 
businesses will more than offset increased research and development spending in photonics and the costs 
associated with the completion of the Concord plant. Equity earnings from the optical fiber equity companies 
will be lower in 1999 due primarily to the consolidation of Optical Fibres. 

A D V A N C E D M A T E R I A L S 

(In millions) 

Net sales 
Segment earnings before minority interest 

and equitv' eamings 
Minority interest 
Equity in earnings of associated companies 

Segment net income 

1998 1997 1996 

$1,020.1 $1,030.4 $1,031.4 

$ 

$ 

75.9 
0.3 

17.6 
93.8 

$ 

$ 

89.8 
0.7 

13.1 
103.6 

$ 

$ 

63.5 
3.0 
8.8 

75.3 

Sales in the Advanced Materials Segment in 1998 decreased slightly in comparison to 1997, as volume gains in 
the science products business were offset by a dechne in volume in the semiconductor materials and optical 
products businesses. Segment net income decreased in 1998, primarily due to higher research and development 
spencUng within the science products business and expansion related costs in the semiconductor materials 
business. Segment sales were flat in 1997 in comparison to 1996, as significant growth from the semiconductor 
materials business was offset by a decline in the optical products business and relatively flat sales in the other 
businesses of this segment. Segment net income increased significantly in 1997 from the sales gains in the semi­
conductor materials business and performance improvements in the science products business and at 
Quanterra Incorporated, an environmental testing business. 

Sales in the environmental products business in 1998 were comparable to 1997, as strong volume growth in 
Europe and modest growth in North America was offset by a substantial decline in demand within the Asian 
market. Earnings increased significantly in 1998, reflecting manufacturing efficiencies, which were offset 
somewhat by unfavorable exchange rates. In 1998, Corning announced its plans to build a new, $80 million 
wholly-owned manufacturing facility in China to meet anticipated demands for emission-control products 
throughout Asia. Construction is expected to begin in 1999. Sales and earnings in this business were flat in 
1997 compared to 1996, reflecting steady volume levels in North America and an increase in volume in 
Europe, which were offset by the impact of employee strikes at Korean automobile manufacturers during the 
year and from unfavorable exchange rates. Eamings in 1997 also reflect higher development spending for 
new products. 

Sales in the semiconductor materials business were down slightly while eamings decreased significantly in 
1998, as the slowdovvqi in the semiconductor manufacturing ecpiipment industry impacted demand and pricing 
for high purity fused silica products. As a result of the decline in demand for these products, the start-up of 
Coming's new manufacturing facility near Charleston, South Carolina has been delayed until at least the 
second half of 1999. In 1997, sales and earnings in this business increased substantially in comparison to 
1996 due to the strong demand for high purity fused silica products and isolator polarizers for the telecom­
munications industry. 



Sales in the science products business increased slightly in 1998, reflecting volume gains in plastic products 
driven mainly by intemational growth and in products used in the advanced life science market. Eamings in 
this business decreased in 1998 in comparison with 1997, as volume growth and manufacturing efficiencies 
were more than offset by higher research and development spending on new products for advanced life 
science applications. Sales and earnings in the science products business in 1997 were comparable to 1996, 
with gains in plastic products primarily from intemational markets and in new products being offset by 
dechnes in glass products. Sales in 1997 were also impacted by inventory reductions in the distribution channels 
for the plastics business and unfavorable exchange rates. Eamings increased in 1997 due to a favorable sales 
mix and cost reduction efforts. 

Sales and eamings of Coming's other Advanced Materials busmesses, consisting of optical and Ughting products, 
decreased in 1998 and 1997 due to a decline in the optical products business as consumer demand continued to 
shift from glass to plastic lenses. The demand for optical products was also impacted by weakened economies 
within the Asian, European and Latin ,4merican mai'kets. Eamings in 1998 were impacted by development 
and promotional spending for new photochromic plastic products in the optical products business. 
Eamings increased in 1997 primarily due to performance improvements in the lighting products business, 
which were partially offset by development spending in the optical products business. 

Segment earnings also include equity eamings from Eurokera and Keraglass, S.N.C., a French-based manu­
facturer of glass ceramic cooktops. Earnings of this business increased in 1998 and 1997, as a result of tfie 
growing demand for glass ceramic cooktops both in Europe and the United States, offset somewhat by expansion 
costs and development spending on new products. Ekirokera has begun an expansion of their facility in France 
that will increase its production capacity by 2000. 

OUTLOOK Segment sales in 1999 are expected to be up slightly in comparison with 1998 levels, as volume 
gains from advanced life science products within the science products business, increased demand for high 
purity fused silica products from the semiconductor materials business, modest growth in the environmental 
products business, and the introduction of new photochromic plastic lens products from the optical products 
business offset continued softness in the demand for glass lens products. Segment net income is expected to 
increase in 1999, reflecting anticipated growth in the semiconductor materials and optical products businesses 
and planned manufacturing efficiencies within all segment businesses, offset in part by higher research and 
development spending in the science and optical products businesses. 

I N F O R M A T I O N D I S P L A Y 

(In millions) 

Net sales 
Segment eamings before minority interest 

and ecjuity earnings 
Minority interest 
Equity in earnings of associated companies 

Segment net income (loss) 

1998 1997 1996 

$644.7 

$ 39.2 
(27.6) 
44.9 

$664.2 

$ 16.4 
(31.0) 

21.7 

$565.5 

$(10.0) 
(17.4) 
22.6 

$ 56.5 71 $ (4.8) 

Sales in the Information Display Segment decreased in 1998 primarily due to lower prices in the conventional 
video components and advanced display products businesses offset in part by volume gains in the projection 
video business. Prices were impacted by a worldwide surplus of glass in the conventional television business 
and increased competition within the Asian marketplace. Sales in this segment increased in 1997 primarily due 
to volume grov '̂th in the conventional video components and advanced display products businesses. 

Segment net income in 1998 improved substantially as a result of increased ecjuity earnings, primarily from 
Samsimg Coming Company, Ltd., improved performance within the projection video business and reduced 
research and development spending. Segment net income in 1997 improved in comparison to 1996 as the 
impact on eamings from volume grovv'th and ecjuitv' eamings was partially offset by expansion related costs 
and research and development spending. 



Sales and earnings in the conventional video components business decreased in 1998 primarily due to price 
reductions caused by a worldwide surplus of television glass. Earnings in this business were further impacted 
by a scheduled glass furnace repair dirring the first half of the year, but improved in the second half due to 
the implementation of cost reduction programs. In 1998, Coming completed the final phase of the $200 miUion 
expansion at its State College, Pennsylvania, television glass plant, which substantially increased Corning's 
capacity to make large size video components. Sales in this business increased in 1997 primarily due to 
volume gains, while earnings increased significantly over 1996 levels, which were impacted by costs associated 
with glass furnace repairs and expansion related activities. 

Sales in the projection video components business increased in 1998 primarily due to renewed growth of 
projection televisions in the consumer market sector driven by demand for larger sizes, partially offset by 
softness in the institutional market sector. Eamings in this business increased significantly in 1998 primarily 
due to the increase in sales and continued manufacturing efficiencies. In 1997, sales in this business increased 
modestly due to gains achieved from a stronger institutional market, offsetting volume declines in the 
consumer market. Earnings increased in 1997 due to this increase in volume and certain manufacturing 
cost efficiencies. 

Sales in the advanced display products business, which produces precision flat glass for flat panel licpiid crystal 
displays, decreased in 1998 as volmne gains were offset by price declines and unfavorable exchange rates. Sales 
of glass into Korea declined as Samsung Coming Precision Glass Company, Ltd., an equity affiliate, increased 
its penetration in that marketplace. The 1998 loss from tliis business was significantly less th£»n 1997, primarily 
due to reduced research and development spending, manufacturing efficiencies and increased equity eamings. 
Equity earnings growth resulted from Samsung Corning Precision, which began producing liquid crystal 
display glass in Korea in 1996 and experienced strong volume growth in the Korean market and favorable 
exchange rates. In 1997, sales in the advanced display products business were comparable to 1996 as sub­
stantial volume gains were offset by price declines and the impact of unfavorable exchange rates. This business 
incurred a loss in 1997 as a result of heavy spending on new product development, which more than offset 
improved operating performance. Samsung Corning Precision achieved break-even operating results in 1997, 
as currency translation losses negatively impacted earnings. 

Equity earnings within segment net income primarily reflect the results of Samsung Corning Company, Ltd., 
a meinufacturer based in South Korea that produces glass panels and funnels for television and display monitors. 
Equity earnings in this business increased in 1998 in comparison to 1997, particularly during the first half of 
the year, as the impact of a worldwide oversupply of glass and a tank repair in the fourth quarter were more 
than offset by significant restructuring and cost control measures implemented during the year. Earnings from 
Samsimg Corning increased in 1997 as a direct result of the acquisition and building of manufacturing and 
sales facilities in Germany and Malaysia as part of a global expansion plan. Samsung C^orning's results were 
also favorably impacted by additional volume received while a competitor incurred an employee strike, which 
offset price declines driven by a competitive Asian market. 

In 1997, Corning participated in the creation of two other equity ventures: The American Video Glass 
Company and Video Monitores de Mexico, S.A. de C.V. (Video Monitores). American Video Glass Company is 
a partnersfiip between Sony Electronics, Inc., Asahi Glass of America and Coming, and mtinufactures and sup­
plies television glass components to Sony's North American operations. Video Monitores is an equity venture 
between Corning, Asahi Glass Company of America. Inc. and Samsung Video Glass America, Inc., wliich is in 
the process of building a manufacturing facility in Mexico to finish glass funnels and panels for color television 
tubes for the North American market. Equity earnings of these businesses were not significant in 1998 or 1997. 

OUTLOOK Sales in the Information Display Segment are expected to increase in 1999, primarily driven by 
increased volume in the projection video components and advanced chsplay products businesses, partiaUv offset 
by reduced volume and pricing pressures within the conventional video components business. Segment net 
income is expected to be comparable with 1998, as favorable comparisons from the conventional video com­
ponents business, the projection video business and the advanced display products business will likely offset 
lower equity eamings at Samsung Coming. 



N O N - S E G M E N T R E S i: LT S 

Coming's non-segment results include the operations of Steuben Glass, a crystal manufacturer, and equity 
eamings from Pittsburgh Corning Corporation, Pittsburgh Corning Europe N.V. and other small strategic 
investments that are not aligned with Corning's three operating segments. In addition, the results of operating 
segments do not include non-operating gains and restructuring charges. 

Non-operating gains 

In 1998, Coming recorded a second quarter non-operating gain of $20.5 million ($13.2 million after tax), or 
$0.06 per share, as a result of the merger between Molecular Simulations, Inc. and Pharmacopeia, Inc. The 
1998 residts also include a fourth quarter non-operating gain of $19.2 miUion ($9.7 milUon after tax), or $0.04 per 
share, related to the divestiture of several small science products businesses. 

Restructuring charge 

In 1998, Coming recorded a restnicturing charge of $84.6 million ($49.2 million after t£ix and minority interest), 
or $0.21 per share, for early retirement incentives and severance costs. The restructuring charge relates to 
approximately 650 employees, of wliich 610 have been terminated or notified of their termination at December 31, 
1998. Management believes that the workforce reductions will significantly reduce operating costs and will be 
substantially completed in the first half of 1999. Management believes that the costs of restructuring will be 
financed tlrrough operating cash flows and the proceeds from the sale of the consumer housewares business, 
and does not anticipate any significant impact on its liquidity as a result of the restructuring plan. 

TA.XES 

Coming's effective tax rate for continuing operations before consideration of non-operating gains and the 
provision for restructuring was 30.5% in 1998, 33.3% in 1997 and 33.2% in 1996. The lower 1998 rate was due 
to a higher percentage of Corning's earnings resulting from consolidated entities with lower effective tax rates. 
Note 6 of the Notes to Consolidated Financial Statements reconciles the effective tax rate to the statutory 
tax rate. 

R E S U L T S OF D I S C O N T I N U E D O P E R A T I O N S 

On April 1, 1998, Corning completed the recapitalization and sale of a controlling interest in its consumer 
housewares business (the Consumer transaction). Corning continues to retain an eight percent interest in the 
Corning Consumer Products Company. On December 31, 1996, Corning distributed shares of Quest 
Diagnostics Incorporated and Covance Inc., which collectively comprised Corning's Health Care Services 
Segment, to its shareholders on a pro rata basis (the Distributions). Prior to the Distributions, Coming 
received a ruling from the Internal Revenue Service that the Distributions were tax-free to Corning and its 
shareholders. As a result of the Distributions, Quest Diagnostics and Covance became independent, publicly 
traded companies. Corning's Consolidated Financial Statements report the consumer housewares business, 
Quest Diagnostics and Covance as chscoiitinned operations. 

Results of discontinued operations in 1998 and 1997 pertain to the consumer housewares business and only 
include operating results through March 31, 1998. Income from discontinued operations in 1998 totaled 
$66.5 million, or $0.28 per share, and included an after-tax gain from the trtinsaction of $67.1 million, or $0.29 per 
share, recognized in the second quarter. Income from discontinued operations in 1997 totaled $30.9 million, 
or $0.13 per share. 

The loss from discontinued operations in 1996 included a loss related to the Health Care Services Segment of 
$167.3 million, or $0.70 per share, offset bv income from the consumer housewares business of $19.6 million, 
or $0.08 per share. The loss from the Health Care Services Segment in 1996 includes a provision for loss on 
the Distributions of $176.5 million, or $0.74 per share, offset by income from discontinued operations totaling 
$9.2 million, or $0.04 per shftre, recognized in the first cjuarter of 1996, prior to Coming's decision to complete 
the Distributions. The $176.5 million provision for loss on Distributions included a $142 million after-tax 



charge to increase reserves for government claims and an after-tax charge for transaction costs offset by the 
results of operations of the distributed businesses from April 1, 1996 through December 31, 1996, the 
Distribution date. 

Results of discontinued operations include allocations of consolidated interest expense totaling $2.7 million, 
$13.0 million and $63.5 million in 1998, 1997 and 1996, respectively. The allocations were based on the ratio 
of net assets of discontinued operations to consolidated net assets. 

Corning has agreed to indemnify Quest Diagnostics on an after-tax basis for the settlement of certain 
government claims and against certain other claims that were pending at December 31, 1996. Coincident with 
the Distributions, Coming recorded a payable to Quest Diagnostics of approximately $25 million, which was 
equal to management's best estimate of amounts which were probable of being paid by Coming to Quest 
Diagnostics to satisfy the remaining indemnified claims on an after-tax basis. 

Although management believes that recorded reserves for indemnified claims are sufficient, it is possible that 
additional information may become available to Quest Diagnostics' management, which may cause the final 
resolution of these matters to exceed established reserves by an amount which could be material to Coming's 
results of operations and cash flow in the period in which such claims are settled. Management does not believe 
that these issues will have a material adverse impact on Coming's overall financial condition. 

L I Q U I D I T Y A N D C A P I T A L R E S O U R C E S 

Coming's working capital decreased from $241.4 million at the end of 1997 to $235.6 million at the end of 
1998. The ratio of current assets to current liabilities was 1.2 at the end of 1998 compared with 1.3 at year end 
1997. Corning's long-term debt as a percentage of total capital was 31% at the end of 1998, compared with 
36% at the end of 1997. The decrease in the long-term debt percentage is primarily due to the increase in 
shareholders' equit)'. 

In 1998, (joming used a portion of the proceeds from the sale of the consumer housewares business to repay 
approximately $343 million of short-term bortowings. 

During the fourth quarter of 1996, Quest Diagnostics and Covance borrowed approximately $650 million from 
third-party lenders and repaid intercompany debt to Corning prior to the Distributions. Corning used the pro­
ceeds from the repayment of intercompany debt to repay approximately $375 million of short-tenn bortowings 
and $75 million of long-term debt. 

On February 16, 1999, Corning Delaware L.P., a special purpose limited partnership in which Coming is the 
sole general partner, called for redemption all Convertible Monthly Income Preferred Securities (MIPS). The 
MIPS were guaranteed by Corning and convertible into Coming common stock at the rate of 1.534 shares of 
Coming common stock for each MIPS. Holders of the MIPS have the option of either receiving $51.80 in cash 
for each share, or converting them into Corning common stock, which had a fair market value after 
conversion of $74.88 per share at Febrtiary 16, 1999. Management expects a majority of the MIPS holders to 
convert their preferred securities into Coming common stock. 

Coming's working capital position is reinforced by available bank credit lines totaling $825 million and the 
ability to issue up to $375 million of medium and long-term debt under existing shelf-registration statements 
filed with the Securities and Exchange Commission. Corning's management believes the Company has suffi­
cient financial flexibility and ready access to funds to meet seasonal working capital requirements, capital 
expenditures, acquisitions and other long-term growth opportunities. 

C A S H F L O W S 

Cash and short-term investments at the end of 1998 decreased from 1997 by $51.6 milUoii, as cash provided by 
operating activities of $637.6 million was more than offset by cash used m investing and financing activities of 
$125.7 milhon and $396.6 million, respectively, as well as cash used in discontinued operations of $172.0 milhon. 
Cash and short-term investments at the end of 1997 decreased from 1996 by $118.1 million due to operating 



activities and discontinued operations which provided cash of $654.1 million and $22.0 million, respectively, 
offset by investing and financing activities which used cash of $713.4 million and $83.9 million, respectively. 

Net cash provided by operating activities decreased in 1998 from 1997 as lower cash from operations and equity 
affiliates was offset somewhat by less cash used for working capital. Cash flows from operating activities in 
1997 increased compared with 1996 due primarily to increased earnings. 

Net cash used by investing activities in 1998 totaled $125.7 milhon, a reduction from $713.4 million in 1997. 
This decrease reflects the proceeds received from the Consumer transaction. In 1996, Corning generated cash 
from investing activities as proceeds from the repayment of intercompany debt by Quest Diagnostics and 
Covance, prior to the Distributions, were greater than capital spenchng. 

Coming invested significant cash in capital expansions in the last three years. Capital spending amounted to 
$713.6 million, $745.6 million and $560.2 million in 1998, 1997 and 1996, respectively Coming anticipates capital 
spending will approximate $650 million in 1999. The high level of capital spending since 1996 relates primarily 
to capacity expansions in Coming's growth businesses and expanded research and development facilities. 

Corning used a portion of the proceeds from the Consumer transaction to repay short-term debt causing an 
increase in cash used in financing activities over 1997. Corning used cash in financing activities in 1997 as 
dividend payments and repurchases of common stock more than offset net borrowings. The level of cash used 
in financing activities in 1997 was lower than in 1996, which reflected a high level of net loan repayments with 
the proceeds from the Distributions. 

Corning repurchased $59.7 million, $50.1 million and $83.9 million of its common stock in 1998, 1997 and 
1996, respectively. All of the 1998, 1997 and approximately $50 million of the 1996 amount were repurchased 
pursuant to a systematic plan authorized by the Roard of Directors. Corning's systematic plan is designed to 
provide shares for Coming's various employee benefit programs. The remainder of the 1996 stock repurchases 
were from employees to satisfy tax withholchng requirements on shares issued under employee benefit plans. 

Dividends paid to common shareholders in 1998 totaled $166.8 million compared with $166.2 million in 1997 
and $165.3 million in 1996. 

Cash used in discontinued operations totaled $172.0 million and $141.9 million in 1998 and 1996, respectively. 
Discontinued operations provided cash of $22.0 million in 1997. The high level of cash used in discontinued 
operations in 1998 is primarily a result of transaction costs and tax payments related to the Consumer trans­
action. Cash used in discontinued operations in 1996 primarily related to the payment of govemment claims 
settlements related to Quest Diagnostics. 

D O W C O R N I N G f: 0 R P 0 R A T I O N 

Corning is a 50% owner of Dow Corning Corporation (Dow Corning), a manufacturer of silicones. The other 
50% of Dow Corning is owned by The Dow Chemical Company (Dow Chemical). 

On May 15, 1995, Dow Corning voluntarily filed for protection under Chapter 11 of the United States 
Rankruptcy Code as a result of several negative developments related to the breast implant litigation. At that 
time. Coming management believed it was impossible to predict if and when Dow Corning would successfully 
emerge from Chapter 11 proceedings. As a result. Corning recorded an after-tax charge of $365.5 million, or 
$1.62 per share, to fully reserve its investment in Dow Corning and discontinued recognition of equity earnings 
from Dow Corning in 1995. Note 4 of the Notes to ConsoHdated Financial Statements includes additional 
financial information related to this investment. 

Dow Coming and the Committee of Tort Claimants, one of Dow Coming's Chapter 11 creditor committees, filed 
with the United States Rankruptcy Court (the Rankruptcy Court) a joint plan of reorganization on November 9, 
1998 (the Joint Plan). After hearings held in early 1999, the Rankruptcy Court nded in early February 1999 that 
the disclosure statement related to the Joint Plan was adecjuate to send to Dow Coming's creditors for considera­
tion. In that ruling, the Rankruptcy Court indicated that the period for voting wiU extend tlirough May 14, 1999 
and hearings to confinn the Joint Plan are scheduled to begin on Jime 28,1999. To become effective, the Joint Plan 



will require a favorable vote by many classes of creditors and final Rankruptcy Court approval after confirmation 
hearings. In addition, appeals of the Rankruptcy Court's confirmation order are possible. The recent developments, 
including the support of the Committee of Tort Claimants, tend to increase the probability that Dow Coming will 
successfully emerge from Chapter 11 proceedings, but the timing and the eventual outcome of these proceedings 
is uncertain. 

E N V I R O N M E N T 

Corning has been named by the Environmental Protection Agency under the Superfund Act, or by state 
governments under similar state laws, as a potentially responsible party for 13 active hazardous waste sites. 
Under the Superfund Act, all parties who may have contributed any waste to a hazardous waste site, identi­
fied by such Agency, are jointly and severally liable for the cost of cleanup unless the Agency agrees otherwise. 
It is Coming's policy to accrue for its estimated liability related to Superfimd sites and other enviroiunental lia­
bilities related to property owned and operated by Corning based on expert analysis and continual monitor­
ing by both internal and external consultants. Corning has accrued approximately $24 million for its estimat­
ed liability for environmental cleanup and related litigation at December 31, 1998. 

E F F E C T S O F I N F L A T I O N 

Amounts reflected in the financial statements do not provide for the effect of inflation on operations or 
financial position. The expenses and asset values, specifically those related to long-lived assets, reflect historical 
cost and do not necessarily represent replacement cost or charges to operations based on replacement cost. 
Coming's operations provide funds from operations which, along with other sources, are sufficient to replace 
fixed assets as necessary. Net income would be lower than reported if the effects of inflation were reflected by 
charging operations for replacement costs. 

Y E A R 2 0 0 0 R E A D I N E S S D I S C L O S U R E 

Corning has completed an assessment of required modifications or replacement of its key internal software to 
become Year 2000 compliant. The assessment involved all known areas of concern, including business appli­
cations, manufacturing, engineering, research, facilities systems, third party suppliers and service providers. 

Implementation, including testing, of required changes to key applications was substantially completed at 
December 31, 1998, with the remainder to be completed by the middle of 1999. In addition, an external study 
team is assisting management in evaluating its processes surrounding the Year 2000 project. Progress is mon­
itored and reported to management and to the Audit Committee of the Roard of Directors on a regular basis. 

In 1995, Coming initiated a significant project to upgrade and improve access to business infonnation with 
integrated enterprise-wide corporate applications that were Year 2000 compliant. This initiative has mitigated 
to some extent the amount of Year 2000 costs incurred to date. Corning's current estimate of the total cost for 
Year 2000 compliance is approximately $25 million, of which approximately $15 million has been spent to 
date. This estimate includes incremental costs of approximately $12 million comprised primarily of contractor 
costs to mochfy existing systems, of which approximately 55% has been spent to date. 

Coming has initiated formal communications with all of its significant customers, suppliers and other third 
parties to determine the extent to winch Corning is vulnerable to third parties' failures to remediate their own 
potential problems related to the Year 2000. Risk assessments, readiness evaluation and contingency plans to 
protect Corning's business from Year 2000 related interruptions from these third parties and from key customers 
are expected to be completed before December 31, 1999. Contingency plans will include, for example, stocking 
of additional inventorv' and identifying alternative suppliers. 

Corning's risk management program includes emergency backup and recovery procedures to be followed in 
the event of a failure of a key application. This program is being expanded to include specific procedures for 
potential Year 2000 issues. Corning is taking what it considers to be reasonable steps to prevent major inter­
rupt ions in its business due to Year 2000 issues. The inabili ty of Corning or significant th i rd part ies to 
adequately address Year 2000 issues could cause inefficiencies in Corning's business operations. The extent to 



which Coming's operating results may be impacted by customers or suppliers who are not fully Year 2000 
compliant is not readily determinable. Coming's operating results and ability to conduct business is dependent 
upon the infrastructure of the geographic regions in which its operations and customers are located. A break­
down in the infrastructure of a particular region could adversely impact the operating results of the Company. 
Corning continues to monitor closely the information about infrastructure preparedness for the Year 2000, 
especially in the Asian regions. 

M A R K E T R I S K D I S C L O S U R E S 

Corning operates and conducts business in many foreign countries and as a result is exposed to movements in 
foreign currency exchange rates. More specifically, Corning's earnings are exposed to the effects of exchange 
rate movements on financial instruments and transactions denominated in foreign currencies. Additionally, 
Corning's net equity is impacted by the conversion of the net assets of foreign subsidiaries for which the func­
tional curtency is not the U.S. Dollar for U.S. reporting purposes. Corning's most significant foreign currency 
exposures relate to Japan, Korea, and Western European countries. Coming selectively enters into foreign 
exchange forward contracts with durations generally less than 12 months to hedge its exposure to exchange 
rate risk on foreign source income and purchases. The hedges are scheduled to mature coincident with the 
timing of the underlying foreign currency commitments and transactions. The objective of these contracts is 
to neutralize the impact of exchange rate movements on Corning's operating results. Corning does not hold 
any derivative contracts that hedge its foreign currency denominated net asset exposures. In addition, one of 
Corning's subsidiaries enters into revenue sales contracts for certain of its revenues generated in foreign 
currencies. Such contracts are not subject to foreign currency gains or losses. Coming does not hold or issue 
derivative financial instruments for trading purposes. 

Equity in earnings of associated companies represented 29% of Coming's income from continuing operations 
in 1998. Foreign-based affiliates comprised 91% of this amount. Exchange rate fluctuations and actions taken 
by management of these entities to reduce this risk can affect the eamings of these companies. 

Coming uses sensitivity analysis to assess the market risk associated with its foreign currency exchange risk. 
Market risk is defined as the potential change in fair value of assets and liabilities resulting from an adverse 
movement in foreign currency exchange rates. At December 31, 1998, Corning and its consolidated sub­
sidiaries had open forward contracts, foreign denominated debt and foreign cash and cash equivalent 
holdings with values exposed to exchange rate movements. A 10% adverse movement in quoted foreign 
currency exchange rates could result in a loss in fair value of these instruments of $10.2 million. The effect of 
a change in exchange rates on the revenue sales contracts is excluded from this analysis as any movement will 
be offset by a corresponding effect on the underlying revenues. 

Coming's market risk exposures have not changed materially from December 31, 1997, 

NEW ACCOUNTING P R O N O U N C E M E N T 

In June 1998, the Financial Accounting Standards Roard issued Statement No. 133, "Accounting for 
Derivative Instrtunents and Hedging Activities" (FAS 133), which establishes accoimting and reporting standards 
for derivative instruments and hedging activities. FAS 133 requires an entity to recognize all derivatives as 
either assets or liabilities in the statement of financial position and measure those instruments at fair value. 
Corning currently enters into derivatives in the form of foreign currency hedge instruments to reduce its 
exposure to exchange rate risk on foreign source income and purchases. Management believes that its 
current foreign currency hedge instruments qualify as hedges under FAS 133. FAS 133 is effective for fiscal 
years beginning after June 15, 1999, and is not expected to have a material effect on Coming's financial 
position or results of operations. 



N O T E S T O C O N S O L I D A T E D F I N A N C I A L S T A T E M E N T S Corning Incorporated and Subsidiary C^ompanies 

(In millions, except share and per share amounts) 

1, SUMMARY OF S I G N I F I C A N T A C i C O U N T I N G P O L I C M E S 

PRINCIPLES OF CONSOLIDATION The Consolidated financial statements include the accoimts of all entities 
controlled by Coming. All significant intercompany accounts and transactions are eliminated. 

The equity method of accounting is used for investments in associated companies which are not controlled by 
Corning and in wiiich Coming's interest is generally between 20% and 50%. 

The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
to chsclose contingent assets and liabilities at the date of the financial statements and the reported amounts of 
revenues and expenses during the reporting period. Actual results could differ from those estimates. 

On April 1, 1998, Corning completed the recapitalization and sale of a controlling interest in its consumer 
housewares business. On December 31, 1996, Corning distributed all of the shares of its Health Care Services 
Segment (Quest Diagnostics Incorporated and Covance Inc.), to its shareholders on a pro rata basis. Coming's 
consolidated financial statements and notes to consolidated financial statements report the consumer house­
wares business. Quest Diagnostics and Covance as discontinued operations. 

FOREIGN c;uRRENCiES Ralaiice sheet accounts of foreign subsidiaries are translated at current exchange 
rates and income statement accounts are translated at average exchange rates for the year. Translation gains 
and losses are accumulated in a separate component of common shareholders' equity. Foreign currency trans­
action gains and losses affecting cash flows are included in current eamings. 

Corning enters into foreign exchange contracts primarily as hedges against identifiable foreign currency 
commitments. Gains and losses on contracts identified as hedges are deferred and included in the measurement 
of the related foreign currency transactions. Gains and losses on foreign currency contracts which are not 
designated as hedges of foreign curtency commitments are included in current earnings. 

In addit ion to the foreign exchange contracts described in the preceding pa rag raph . Corning enters into 
revenue sales contracts for certain of its revenues generated in foreign curtencies. Such contracts, because of 
their terms, are not subject to foreign currency gains and losses. 

CASH AND CASH EQUIVALENTS Slioit-term investments, comprised of repurchase agreements and debt 
instruments with original maturities of three months or less, are considered cash equivalents. 

MARKETABLE SECURITIES Coming's marketable securities consist of equity securities classified as avail-
able-for-sale which are stated at estimated fair value based primarily upon market cfuotes. UnreaUzed gains and 
losses, net of tax, are computed on the basis of sjiecific identification, and are reported as a separate component 
of accumulated other comprehensive income in shareholders' equity until realized. A decline in the value of 
any marketable security below cost that is deemed other than temporary is charged to earnings, resulting in a 
new cost basis for the security. 

INVENTORIES Inventories are stated at the lower of cost or market. Approximately 54% and 57% of Corning's 
inventories at December 31,1998, and 1997, respectively, are valued using the first-in, first-out (FIFO) method. 
The last-ill, first-out (LIFO) method is used to value the remainuig inventories, which are principally at domestic 
plant locations. 

PROPERTY AND DEPRECIATION Land, builchngs and ecpiipment are recorded at cost. Depreciation is based 
on estimated useful lives of properties using straight-line and accelerated methods. 

GOODWILL AND OTHER INTANGIBLE ASSETS Investment costs in excess of the fair value of net assets 
acquired are amortized over appropriate periods not exceechng 40 years. Other intangible assets are recorded 
at cost and amortized over periods generally not exceeding 15 years. 



TAXES ON INCOME Comiiig uses the asset and liability approach to account for income taxes. Under this 
method, deferted tax assets and liabilities are recognized for the expected future tax consequences of differences 
between the carrying amounts of assets and liabilities and their respective tax bases using enacted tax rates in 
effect for the year in which the differences are expected to reverse. The effect on deferred tax assets and 
liabilities of a change in tax rates is recognized in income in the period when the change is enacted. 

2 , B U S I N E S S C O M B I N A T I O N A N D D 1 V E S T I T l ' R E S 

P U R C H A S E S 

On December 1, 1998, Corning acquired the 50% interest in Optical Fibres previously owned by BIGG pic. The 
consideration was comprised of approximately $47 million in cash and the assumption of $27 million in debt. 
The acquisition was recorded using the purchase method of accounting. The excess cost over the fair value of 
the net tangible assets acquired was approximately $38 million and is being amortized over periods of up to 
20 years. Optical Fibres became a wholly owned subsidiary as a result of this transaction and the results of its 
operations are included in the consolidated financial statements from the date of the transaction. 

In April 1997, Coming acquired 100% of the stock of Optical Corporation of America (OGA) for a total purchase 
price of approximately $70 million. The consideration was comprised of approximately 950,000 shares of 
Corning restricted stock, options and $32 million of cash. The acquisition was recorded using the purchase 
method of accounting. The results of operations of OGA are included in the consolidated financial statements 
from the date of acquisition. The excess cost over the fair value of the net tangible assets acquired was approx­
imately $52 million and is being amortized over periods of up to 20 years. 

D I V E S T I T U R E S 

111 the fourth quarter of 1998, Corning recorded a non-operating gain of $19.2 million ($9.7 million after tax), 
or $0.04 per share, related to the divestiture of several small businesses within the science products division. 

In Februaiy 1997, Coming sold its Serengeti eyewear business to Solar-Mates, Inc. for approximately $28 million. 
In March 1996, Coming sold its equity investment in GALP S.p.A. for approximately $30 million. The gains 
recognized on these transactions were not material. 

O T H E R 

In June 1998, Molecular Simulations, Inc. (MSI) merged with Pharmacopeia. Inc., a pubHcly traded company. 
Corning previously owned 35% of MSI and owns approximately 15% of the combined entity. Coming realized 
a non-operating gain of $20.5 million ($13.2 million after tax), or $0.06 per .share, from this transaction. 

In Januai-y 1996, Corning and International Technology (IT) completed a transaction wherebv Corning 
increased its ownership in Quanterra Incorporated (Quanterra), a jointly owned company between Coming 
and IT, from 50% to 81% in exchange for an investment of approximately $20 million. As a result of this trans­
action. Corning began consolidating Quanterra's results beginning in 1996. In June 1998, Quanterra redeemed 
IT'S remaining 19% interest for $5.7 million and became a 100% owned subsidiary of Corning. 

W l i l ^ g P ^ B g F Q u 



INFORMATION BY OPERATING SEGMENT 

Operating segments are defined as components of an enterprise about which separate financial information is 
available that is evaluated regularly by the chief operating decision maker, or decision making group, in decid­
ing how to allocate resources and in assessing performance. Coming's chief operating decision making group 
is comprised of the Chief Executive Officer and the officers who report to him directly. 

Coming's reportable segments include Telecommunications, Advanced Materials and Information Display. The 
Telecommunications Segment produces optical fiber and cable, optical hardware and ecjuipment and photonic 
components for the worldwide telecommunications industry. The Advanced Materials Segment manufactures 
specialized products widi unique properties for customer appHcations utihzing glass, glass ceramic and polymer 
technologies. Rusinesses within this segment include environmental products, science products, semiconductor 
materials and optical and lighting products. The Information Display Segment manufactures glass panels and 
fuimels for televisions and CRTs, and projection video lens assemblies and liquid crystal display glass for flat 
panel displays. 

Coming evaluates performance based on an after tax profit measure, which is identified as segment net 
income. The accounting policies of the operating segments are the same as those described in the summary of 
significant accounting policies. The financial results for Coming's three operating segments have been pre­
pared on a basis which is consistent with the manner in which Coming management internally disaggregates 
financial information for the purposes of assisting in making internal operating decisions. In this regard, 
certain common expenses have been allocated among segments less precisely than would be required for stand 
alone financial information prepared in accordance with generally accepted accounting principles. Revenue 
attributed to geographic areas is based on the location of the customer. 



O P E R A T I N G S E G M E N T S 

Telecommimicatioiis 

Advanced Information Total 

Materials Displav Segments 

1998 

N E T S A L E S 

Depreciation and amortization (i) 

Research, development and engineering e.xpenses (2) 

Interest income (:3) 

Interest expense (4) 

Income tax expense 

S E G M E N T S E A R N I N G S B E F O R E M I N O R I T Y I N T E R E S T 

A N D E Q U I T Y E A R N I N G S (.5) 

Minority interest in earnings of subsidiaries 

Equity in earnings of associated companies 

S E G M E N T N E T I N C O M E 

Investment in associated companies, at equity 

Segment assets (a) 

Capital expenditures 

1997 

1.791.7 

143.5 

190,2 

9.5 

29,7 

101,4 

221.9 

(37.3) 

20,7 

205.3 

25.8 

1.887,1 

260,0 

$1,020.1 

78,8 

80,0 

3,2 

16,7 

38,4 

75.9 

0,3 

17,6 

93.8 

42,0 

837,7 

131,0 

644.7 

74,5 

23.7 

1.1 

10,0 

8,2 

39.2 

(27,6) 

44,9 

56.5 

190,4 

915,1 

53,0 

$3,456.5 

296,8 

29.3,9 

13,8 

56,4 

148,0 

337.0 

(64.6 

83,2 

355.6 

258,2 

3.630.9 

444,0 

N E T S A L E S 

Depreciation and amortization (i) 

Research, development and engineering expenses (2) 

Interest income (.3) 

Interest expense (4) 

Income tax expense 

S E G M E N T S E A R N I N G S B E F O R E M I N O R I T Y I N T E R E S T 

A N D E Q U I T Y E A R N I N G S (,5) 

Minority interest in earnings of subsidiaries 

Equity in earnings of associated companies 

S E G M E N T N E T I N C O M E 

Investment in associated companies, at equity 

Segment assets (6) 

Capital expenditures 

1996 

$1,795.3 

130.7 

117,1 

3.6 

34,3 

163,t) 

307.3 

(46.0) 

36,2 

297.5 

62.8 

1,509.2 

336,0 

$1,030.4 

82,0 

63,6 

2.5 

23,5 

50,8 

89.8 

0,7 

13,1 

103.6 

35.3 

762.6 

117,0 

664.2 

71,8 

69,6 

1.0 

13,8 

(8,6) 

16.4 

(31,0) 

21,7 

7.1 

142.2 

841.4 

119,0 

$3,489.9 

284.5 

250,3 

7.1 

71,6 

206,1 

413.5 

(76,3 

71,0 

408.2 

240,3 

3.203.2 

572,0 

N E T S A L E S 

Depreciation and amortization (i) 

Research, development and engineering expenses (2) 

Interest income (3) 

Interest expense (4) 

Income tax expense 

S E G M E N T S E A R N I N G S B E F O R E M I N O R I T Y I N T E R E S T 

A N D EQUITY E A R N I N G S (.5) 

Minority' interest in earnings of subsidiaries 

Equity in earnings of associated companies 

S E G M E N T N E T I N C O M E 

Investment in associated companies, at equity 

Segment assets (6) 

Capital expenditures 

1.397.7 

104,7 

83,2 

2,6 

24,4 

130,6 

247.6 

(38,1) 

44.9 

2.54.4 

53,4 

1.227,9 

209,0 

$1,031.4 

65,0 

32,3 

2,5 

21,8 

33.0 

63.5 

3,0 

8.8 

75.3 

27,7 

631,5 

85,6 

565.5 

81,0 

53.7 

1,8 

10,6 

(13.8) 

(10.0) 

(17.4) 

22.6 

(4.8) 

163,0 

789,4 

170,0 

$2,994.6 

250,7 

189,2 

6,9 

56,8 

149,8 

301.1 

(52,5 

76,3 

324.9 

244,1 

2.648,8 

464,6 

(1 

(6 

Includes an allocatiim of (.lepreciatitm of corporate property, plant and equipment not specifically identifiable to a segment. Related 
depreciable as.sets are not allocated to segment assets. 
Non-direct research, development and engineering expenses are allocated based upon direct project spending for each segment. 
Interest income is allocated to segments based on a percentage of segment net operating a.ssets. 
Interest expense is allocated to segments based on a percentage of segment net operating assets. Consolidated subsidiaries with inde­
pendent capital structures do not receive additional allocations of interest expense. 
Many of Ciornings administrative and staff functions are performed on a centralized basis. Where practicable. Corning cliarges these 
expenses to segments based upon the extent to which each business uses a centralized function. Other staff functions, such as corpo­
rate finance, bnman resources and legal, are allocated to segments, primarily as a percentage of nales. 
Includes inventory, accounts receivable, plant , propertv and equi[:nnent. in \es tments in associated equity companies and goodwill 
specifically identifiable to segments. 

. . 



3 , I N F O R M A T I O N BY O P E R A T I N G S E G M E N T ( C O N T I N U E D ) 

A reconciliation of the totals reported for the operating segments to the applicable line items in the consoli­
dated financial statements is as follows: 

1998 1997 1996 

$3,456,5 $3,489.9 $2,994.6 
27.5 26.9 29.4 
48.4 37.5 29.7 
39.7 

R E V E N i: E S 

Total segment net sales 
Non-segment net sales (i) 
Royalty, interest and dividend income 
Non-operating gains 

Total revenues 

N E T I N C O M E 

Total segment net income (2) 
Unallocated items: 

Non-segment income (i) 
Provision for restructuring (3) 
Minority interest 
Interest expense 
Income tax 
Equity in earnings of associated companies (i) 
Dividends on convertible preferred securities of subsidiary 

Net income from continuing operations 

A S S E T S 

Total segment assets 
Non-segment assets: 

Net assets of discontinued operations 
Property, plant and equipment (4) 
Investments (5) 
Other current assets (6) 
Remaining corporate assets (7) 

Total consolidated assets 

(1) Includes amounts derived from corporate investments, Non-segmenT net income includes non-operating gains in tQQ8, 
(2) Includes royaltv. interest and dividend income. 
(3) See Footnote 8 to the consolidated financial s tatements for further discussion of this charge. The portion of this charge related to 

Telecommunications, Advanced Materials and Information Display Segments was SB.3 million, $26.9 million, and $16,3 million, respec­
tively. The remainder pertains to corporate functions. 

(4) Represents corporate property, plant and equipment not specifically identifiable to a segment, 
(5) Represents corporate investments in associated companies, at equity, 
(6) Includes current corporate assets, primarily cash, short-term investments and deferred taxes, 
(7) Includes non-current corporate assets, primarily pension assets and deferred ta.xes. 

$3,572.1 $3,554.3 $3,053.7 

$ 355.6 

39.5 
(84.6) 

3.7 
(0.3) 
15.2 
12.1 

(13.7) 

$ 327.5 

$3,639.9 

624.7 
108.1 
310.7 
298.5 

$4,981.9 

$ 408.2 

10.0 

(0.4) 
(3.4) 
8.2 

(13.7) 

$ 408.9 

$3,203.2 

357.6 
523.2 

69.7 
263.1 
275.1 

$4,691.9 

$ 324.9 

5.3 

(0,4) 
(1.6) 
8.8 

(13.7) 

$ 323.3 

$2,648.8 

364.0 
442.4 

93.1 
380.6 
254.5 

$4,183.4 



O T H E R S I G N I F I C A N T I T E M S Segment 
Total 

Reconciling 
Adjustments 

Consolidated 
Total 

1998 

Depreciation and amortization 
Interest expense 
Income taxes 
Equity' in earnings of associated companies 
Minoritv' interest 
Investment in associated companies, at eqtuty 
Capital expenditures 

1997 

$296.8 
56.4 

148.0 
83.2 

(64.6) 
258.2 
444.0 

$ 1.2 
0.3 

(15.2) 
12.1 

3.7 
54.9 

269.6(1) 

$298.0 
56.7 

132.8 
95.3 

(60.9 
313.1 
713.6 

Depreciation and amortization 
Interest expense 
Income taxes 
Equity in earnings of associated companies 
Investment in associated companies, at equity 
Capital expenditures 

1996 

$284.5 
71.6 

206.1 
71.0 

240.3 
572.0 

$ 1.4 
0.4 
3.4 
8.2 

52.6 
173.6(1) 

$285.9 
72.0 

209.5 
79.2 

292.9 
745.6 

Depreciation and amortization 
Interest expense 
Income taxes 
Equity in earnings of associated companies 
Investment in associated companies, at equity 
Capital expenditures 

(1) Includes capital spending on shared research facilities of $166.0 million, S82.4 million and $1Q.0 million in 1998. 1997 and 1996. respectively. 

$250.7 
56.8 

149.8 
76.3 

244.1 
464.6 

$ 1.6 
0.4 
1.6 
8.8 

69.7 
95.6(1) 

$252.3 
57.2 

151.4 
85.1 

313.8 
560.2 

^^^Rq«B!«aHpM 



3 . I M O R M A T I O N BY O P E R A T I N t ; S E C M E N l' ( t : 0 N T I N U E D ) 

Information concerning principal geographic areas is as follows: 

1998 

North America 
United States 
Canada 
Other 

Total North America 

1997 1996 

Net 
Sales 

Noii-
Currenl 

Assefs(l) 
Net 

Sales 

Non-
Ckirrent 

A.s.^el,s(l) 
Net 

Sales 

Non-
Gurrent 

Assets(l 

$2,257,4 S2.877.5 $2,206.8 $2,436.8 $2,020.8 $1,950.2 
301.7 89.9 246.8 90.8 120.7 96.6 

37.0 43.3 37.9 25,9 46.1 15.9 

2,596.1 3,010.7 2,491,5 2,553.5 2,187.6 2.062,7 

Asia Pacific 
Japan 
China 
Korea 
Other 

Total Asia Pacific 

308,8 
74.6 
24.0 
35.5 

109,6 
0.9 

195.2 
15.1 

360.4 
119.6 

29.5 
42.0 

103.4 
1,0 

135.9 

16.0 

271,6 
53.4 
31.7 
39.0 

118.7 
0.5 

159.3 
14.8 

442,9 320,8 551.5 256.3 395.7 293.3 

Europe 
Germany 
France 
United Kingdom 

Other 

Total Europe 

Latin America 
Rrazil 
Other 

Total Latin America 

117.6 
72.6 
73.8 

109.3 

49.0 
75.8 
76.0 
22.5 

101.8 
85.0 
66.0 

100.3 

45.9 
58.8 
60.0 
26.8 

88.7 
76.5 
72.9 

106.0 

53.4 
50.4 
55.4 
22.2 

373.3 

29.9 
10.9 

40.8 

223.3 

10.4 

10.4 

353.1 101.5 

92,5 12.1 

344,1 

53.0 

181,4 

74.1 
18.4 

11,7 
0.4 

41.3 
11.7 

12.1 
0.4 

12.5 

All Other 

Total 

30.9 22,0 28.2 43,6 

$3,484.0 $3,587.2 $3,516.8 $3,021,9 $3,024.0 $2,558.4 

(1) Excludes net assets of discontinued operations of S:tr)7.0 million and S.S()4.0 million in 1*)"I7 aiitl !*)''(}. respectively, aiul deferred taxes of 
S84.4 million. $11.3.3 million and $8.3.(:> million in lOQH. 1007 and I'f'H). respectively. 



4 . I N \ ' E S T M E N T S 

A S S O C I A I E D C O M P A N I E S A T E (,) U I I 'Y. O T I I K M l ' H A N D O W C O R N I N G C O R P O R A T I O N 

Samsung Corning (Jompany Ltd.. a 50% owned South Korea-based manufacturer of glass panels and funnels 
for television and display monitors, represented $174.4 million and $134.1 million of Corning's investments 
accounted for by the equity method at vear end 1998 and 1997, respectively. 

The financial position and results of operations of Samsung Corning and Corning's other equity companies are 
summarized as follows: 

Net sales 
(Jross profit 
Net income 

1998 1997 1996 

Samsung Total Saiiisiing Total Samsung Total 
( 'online Eqtiitv Corning Equity C'oniing Equity 
Co. Ltd. C^ompanies Go. Ltd. Companies C ô. Ltd, C^oiiipanies 

$ 884.1 $1,652,9 $ 997.4 $1,808.1 $ 794,9 $1,593.3 
239.6 571 7 265.8 637.9 192.8 554.7 

77.8 224.8 63.6 177.7 54.6 208.3 

Coming's equity in net income (I) $ 38.4 $ 95.3 $ 31.1 $ 79.2 $ 26.4 $ 85.1 

Current assets 
Non-current assets 

$ 362.6 $ 647,8 $ 371.9 $ 775.4 $ 328.1 $ 661.3 
1,022.7 1.320.2 934.4 1,311.9 1,415.0 1,826.3 

(Current habilities 
Non-current liabilities 

$ 369.7 $ 532.9 $ 291,0 $ 537.0 $ 446,3 $ 647.6 
657.3 757.3 717,1 884.5 979.1 1,132.8 

(1) Equity in earnings shown aliove ami in the Cit)nsolidnfefl Statements of Inciunc are net of amouuTs recorded for income tax. 

Dividends received from Samsung Corning and Coming's other eipiitv^ companips totaled $63.3 million. $65.3 mil­
lion and $88.2 million in 1998, 1997 and 1996, respectively At Decemlier 31, 1998, appro.ximately $262.4 million 
of equity in undistribiueii earnings of equity companies were included in Corning s retained earnings. 

D O \S t. (,) H N I N G C O I! P O R A T I O N 

Corning is a 50% owner of Dow Corning Corporation (Dow Corning), a manufacturer of silicones. The other 
50% of Dow Corning is owned by The Dow Chemical Company (Dow Chemical). 

On May 15, 1995. Dow Corning voluntarily filed for protection under Chapter 11 of the Ihiited States 
Rankruptcy Code as a result of several negative developments related to the breast implant litigation. At that 
time. Corning management believed it was impossible to predict if and when Dow Corning would successfully 
emerge from t-"liapter 11 proceedings. As a result. Corning recorded an after-tax charge of $365.5 million to 
fully reserve its investment in Dow Coining and discontinued recognition of equity earnings from Dow (jorning 
in 1995. 

J 



4 , I N V E S T M E N T S ( C O N T I N U E D ) 

Dow Coming and the Committee of Tort Claimants, one of Dow Coming's Chapter 11 creditor committees, filed with 
the United States Rankruptcy Court (die Rankniptcy Court) a joint plan of reorganization on November 9,1998 (die 
Joint Plan). After hearings held in earlv 1999, the Rankruptcy Court nded in early February 1999 that the disclosure 
statement related to die Joint Plan was adequate to send to Dow Coming's creditors for consideration, hi that ruling, 
die Rankniptcy Court inilicated that die period for voting will extend through May 14,1999 and hearings to confirm 
the Joint Plan are scheduled to begin on June 28, 1999. To become effective, the Joint Plan wQI require a favorable 
vote by many classes of creditors and final Rankniptcy Court approval after confirmation hearings. In addition, appeals 
of the Rmikniptcy Court's confirmation order are possible. Tlie recent developments, including the support of die 
Committee of Tort Claimants, tend to increase die probability diat Dow Coming will successfully emerge from Chapter 
11 proceedings, but the timing and the eventual outcome of these proceedings is uncertfdn. 

If and when Dow Coming emerges from bankruptcy. Coming wiU Hkely begin to recognize equit)' eamings from Dow 
Coming. Coming does not expect to receive dividends from Dow Coming in the foreseeable future. As part of die 
Joint Plan, Coming and Dow Chemical have each agreed to provide a credit facility to Dow Coming of up to $150 
million ($300 miUion in the aggregate), subject to the terms and conditions stated in the Joint Plan. 

The financial position and results of operations of Dow Coming are summarized in the table below. The 1998 amoimts are 
derived from Dow Coming's unaudited financial information and do not include die impact of charges, if any, which Dow 
Coming may take currendy or in the fu6ire to reflect any additional financial impact of die Joint Plan. Tlie amount of any 
such charge could have a material effect on Dow Coming's financial position and results of operations in die period or periods 
recorded. 

1998 1997 1996 

Net sales 
Gross profit 
Net income 

Current assets 
Non-current assets 

Current liabilities 
Non-current liabilities 
Liabilities subject to compromise (i) 
Shareholders' et^ity 

(1) Dow Coming's financial statements for 1998. 1997 and 1996 have been prepared in conformity with the American Institute of Certified Public Accoimtants" 
Statement of Position 90-7, f inancial Reporting by Entities in Reorganization under the Bankruptcy Code," (SOP 90-7). SOP 90-7 retiuires a segregation of 
babiliries subject to compromise by the Bankruptcy Court as of the filing date (May 15,1995) and identification of all transactions and events that are directly 
associated with the reorganization. 

Dow Coming's 1998, 1997 and 1996 residts have also been impacted by the suspension of interest payments and 
reorganization costs resulting from the Chapter 11 proceedings. 

O T H E R I N V E S T M E N T S 

$2,568.0 
796.1 
206.7 

$1,355.2 
4,294.0 

$ 527.3 
391.3 

3,492.6 
1,237.0 

$2,643.5 
847.6 
237.6 

$1,378.8 
3,939.9 

$ 489.8 
361.5 

3,441.1 
1,026.3 

$2,532.3 
858.3 
221.7 

$1,524.7 
3,589.4 

$ 480.5 
343.2 

3,452.1 
838.3 

Coming's odier investments include equity securities, which are classified as available-for-sale. At December 31,1998, 
the fair value and cost of Coming's ecjuity securities was $53.1 miUion and $54.7 milUon, respectively. The differ­
ence includes gross unrealized gains of $0.3 miUion and gross unrealized losses of $1.9 miUion. Tlie fair value of Coming's 
equity securities was $17.1 miUion at December 31,1997 and approximated cost. 

Proceeds from sales of marketable securities were $5.0 milfion and $17.4 miUion in 1998 and 1997, respectively, and 
related net realized gains included in income were $0.3 million and $11.4 million m 1998 and 1997, respectively. The 
net chfrnge in the unrealized loss on marketable securities classified as avaUable-for-sale included as a component 
of accumulated other comprehensive income was $1.6 nuIUon for die year ended December 31.1998. 



E M P L O Y E E R E T I R E M E N T P L A N S 

Corning has defined benefit pension plans covering certain domestic employees and employees in foreign 
countries. Corning's funding policy has been to contribute as necessary an amount determined jointly by 
Corning and its consulting actuaries, which provides for the current cost and amortization of prior service cost. 
Corning and certain of its domestic subsidiaries also offer defined benefit postretirement plans that provide 
health care and life insurance benefits for retirees and eligible dependents. Certain employees may become 
eligible for such postretirement benefits upon reaching retirement age. Corning's principal retiree medical 
plans require retiree contributions each year equal to the excess of medical cost increases over general 
inflation rates. 

The change in benefit obligation and funded status of Coming's employee retirement plans are as follows: 

Pension Benefits Postretirement Benefits 

1998 1997 1998 1997 

C H A N C E IN R E N E F I T O B L I G A T I O N 

Renefit obligation at beginning of year 
Sei-vice cost 
Interest cost 
Plan participants ' contribution 
Amendments 
Curtailments 
Gain/(loss) from changes in actuarial assumptions 
Experience loss 
Renefits paid 

Renefit obligation at end of year 

C H A N G E I N P L A N A S S E T S 

Fair value of plan assets at beginning of vear 
Actual return on plan assets 
Employer contribution 
Plan participants ' contributions 
Renefits paid 

Fair value of plan assets at end of year 

Funded status 
Unrecognized transition amount 
Unrecognized prior service cost 
Unrecognized net (gains)/losses from changes 

in actuarial assumptions 

Recognized asset (liability) 

Less current portion 

Accrued postretirement liability 

$(1,246.0) $(1,213.8) $(520.7) $(521.1) 
(22.4) 
(95.0) 

(2.5) 
(17.7) 
(21.9) 

(166.9) 
(43.2) 
98.4 

$(1,517.2) 

$ 1,443.4 
125.0 

23.7 
2.5 

(98.4) 

$ 1,496.2 

$( 

$ 

$ 

(19.1) 
(88.1) 

(2.0) 
(2.7) 

(16.9) 

96.6 

1,246.0) 

1,332.2 
183.3 

22.5 
2.0 

(96.6) 

1,443.4 

$( 

$ 

$_ 

(9.6) 
(40.2) 

(1.5) 
(1,3) 
(8.7) 

(44.1) 
(42.0) 
35.8 

632.3) 

34.3 
1.5 

(35.8) 

-

(8.4) 
(37.0) 

(1.4) 

17.2 

30.0 

$(520.7) 

$ 

28.6 
1.4 

(30.0) 

$ 

(21,0) $ 197.4 
(3.1) (10.0) 

109.8 121.4 

5.7 (203.3) 

91.4 $ 105.5 

$(632.3) $(520.7) 

(4.7) (10.9) 

39.1 (33.2) 

$(597.9) $(564.8) 

38.1 31.0 

(559,8) $(533,8) 

Defined benefit pension plan assets are comprised principally of publicly traded debt and equity securities. 
Corning common stock represented 3.5% and 3.1% of plan assets at year end 1998 and 1997, respectively. 
Corning has not funded its postretirement obligations. 



E M P L O Y E E R E I I K E M E N T P L A N S { C O N T I \ I: L I) 1 

The weighted-average assumptions for Coming's employee retirement plans are as follows: 

Pensioti Benefit? Postretirenietit Benefits 

1998 1997 1998 1997 

Discount rate 
Expected return on plan assets 
Rate of compensation increase 

6 .5% 
9.0% 
4.0% 

7.5% 
9.0% 
4 ,5% 

6.5% 7.5% 

Coming's consolidated postretirement benefit obligation is determined by ap])lication of the terms of health 
care and life insurance plans, together with relevant actuarial assumptions and health care cost trend rates. 
The health care cost tiend rate for Corning's principal plan is assumed to lie 8% in 1998 for covered individuals 
under age 65 decreasing gradually to 4.5% in 2010 aiitl thereafter. For covered individuals over 65. the rate is 
assumed to be 7% in 1998 decreasing gradually to 4.5% in 2010 and thereafter. 

Assumed health care trend rates have a significant effect on the amounts reported for the health care plans. 
A one-percentage-point change in 1998 assumed health care trend rates would have the following effects: 

1 -Percenlaae-Point 

Increase Decrease 

Effect on total of service anil interest cost components 
Effect on postretirement benefit obligation 

$ 3.7 
47.8 

$ (3.4) 
(43.7) 

The components of net periodic benefit cost for Corning's employee retirement plans are as follows: 

Pension Benefits Postretirement Benefits 

Service cost 
Interest cost 
Expected return on plan assets 
Amortization of transition asset 
Amortization of net gain 
Amortization of prior service cost 

Net periodic benefit cost 

Recognition of curtailment 

and settlement (1) 
Recognition of special 

termination benefits (2) 

1998 

$ 22.4 

95,0 

(118.3) 

(0.6) 

1.8 
13.1 

$ 

1997 

19,1 

88.1 
107.7) 

(0,7) 

3,8 
11.7 

1996 

$ 17.4 
84.2 

(99.8) 

(0.8) 

1.7 
10.5 

1998 

$ 9,6 
40.2 

(1,1) 

1997 

$ 8.4 

37.0 

(0,2) 

(1.6) 

1996 

$ 8.5 

37.0 

0.2 

(1.4 

13.4 

14,2 

7.5 

14.3 13.2 48.7 

0.5 

43.6 44.3 

Total cost $ 35.1 $ 14.3 $ 13.2 $49.2 $43.6 $44,3 

(1) Included in the gain on sale i>f the consumer housewares business, fthich is recorded in income from discontinued operations. 
(2) Included in the pro\ision for reslrucluring. 

Measurement of postretirement benefit expense is based on assuiiijitions used to value the postretirement 
liability at the beginning of the year. Total consolidated pension expense, including defined contribution 
pension plans, was $49.3 miUion hi 1998, $44.9 niilhon in 1997 and $41.7 million in 1996. 



6 . TAXES ON INC 0 M E 

1998 1997 1996 

Income from continuing operations before taxes on income: 
U.S. companies 
Non-U.S. companies 

Income before taxes on income 

Taxes on income from continuing operations 

Effective tax rate reconciliation: 
Statutory U.S. tax rate 
State taxes, net of federal benefit 
Foreign and other tax credits 
Lower taxes on stibsidiaiy eamings 
Other 

Effective tax rate 

Components of net tax expense: 
Taxes on income from continuing operations 
Taxes on equity in earnings 
Tax benefits included in common shareholders' equity 

Net tax expense before discontinued operations 
Income tax expense from discontinued operations 

Net tax expense 

Current and deferred tax exjDense (benefit) 
before discontinued operations: 

Current: 

U.S. 
State and municipal 
Foreign 

Deferred: 
U.S. 
State and municipal 
Foreign 

Net tax expense before discontinued operations 

$340.1 

35.0% 
0.7 

(0.8) 
(6.1) 
1.4 

30.2% 

$132.8 
19.3 

(21.4) 

130.7 
76.6 

$207.3 

$545.1 

35.0% 
1.6 

(0.6) 
(2.7) 

33.3% 

$209,5 
13.8 

(18.8) 

204.5 
17.7 

$222.2 

$381.7 
99.5 

$439.6 

$132.8 

84.1 

$629.2 

$209.5 

74.1 

$455.8 

$151,4 

35.0% 
1.3 

(0.5) 
(2,6) 

33.2% 

$151.4 
15.1 

(17.0) 

149.5 
19.6 

$169.1 

$ 69.7 

8.0 
57.0 

(4.1) 

(1.3) 

1,4 

$130.7 

$139.1 
20.1 

55.6 

(11.2) 

(4.2) 

5.1 

$204.5 

$ 64.1 

11.0 

49.3 

14.3 
6.9 
3.9 

$149.5 



6 . T A X E S O N I N C O M E ( C : 0 N T 1 N U E D ) 

The tax effects of temporary differences and carryforwards that gave rise to significant portions of the deferred 
tax assets and liabilities as of year end are comprised of the following: 

$ 235.0 
46.0 
27.6 
25.2 
50.6 
31.4 

415.8 
(33.8) 

382.0 

(136.7) 
(35.3) 
(19.4) 

(191.4) 

$ 190.6 

$ 230.1 
49.0 
11.5 

44.5 
36.3 

371.4 
(22.0) 

349.4 

(107.3) 
(40.5) 
(20.9) 

(168.7) 

$ 180.7 

1998 1997 

Postretirement medical and life benefits 
Other employee benefits 
Other accrued liabilities 
Restructuring reserves 
Loss and tax credit carryforwards 
Other 

Gross deferred tax assets 

Defen-ed tax assets valuation allowance 

Deferred tax assets 

Fixed assets 
Pensions 

Other 

Deferred tax liabilities 

Net deferred tax assets 

The net change in the total valuation allowance for the years ended December 31, 1998, and 1997, was an 
increase of $11.8 million and $9.5 milhon, respectively. 

Coming currently provides income taxes on the eamings of foreign subsidiaries and associated companies to 
the extent they are currently taxable or expected to be remitted. Taxes have not been provided on $494.5 million 
of accumulated foreign unremitted earnings which are expected to remain invested indefinitely. It is not prac­
ticable to estimate the amount of additional tax that might be payable on the foreign eamings; however, if 
these earnings were remitted, income taxes payable would be provided at a rate which is significantly lower 
than the effective tax rate. 

Corning, as required, provided for tax on undistributed eamings of its domestic subsidiaries and affiliated 
companies beginning in 1993 even though these earnings have been and will continue to be reinvested indefi­
nitely. Corning estimates that $34.9 million of tax would be payable on pre-1993 undistributed earnings of its 
domestic subsidiaries and affiliated companies should the unremitted eamings reverse and become taxable to 
Corning. Coming expects these earnings to be reinvested indefinitely. 

Total payments for taxes on income were $184.3 million, $209.4 million and $120.1 million during 1998,1997 
and 1996, respectively. Deferred income tax benefits totaling $106.2 million and $67.4 million were included 
in other current assets at year end 1998 and 1997, respectively. At December 31, 1998, Corning had tax 
benefits attributable to loss carryforwards and credits aggregating $50.6 million that expire at various dates 
through 2013. 



7 . S U P P L E M E N T A L I N C O M E S T A T E M E N T D A T A 

Depreciation expense 
Amortization of goodwill and other intangible assets 

Depreciation and amortization expense 

1998 1997 1996 

5278.2 
19.8 

$265.4 
20.5 

$235.4 
16.9 

$298.0 B285.9 $252.3 

Rental expense 

Interest expense incurred 
Interest capitalized 

Interest expense, net 

$ 54.0 $ 47.6 $ 36.5 

n 0 3 . 5 
(46.8) 

$ 96.7 
(24.7) 

$ 73.6 
(16.4) 

56.7 $ 72.0 $ 57.2 

Interest paid $103.8 $111.1 i113.6 

Consolidated interest expense allocated to discontinued operations totaled $2.7 million, $13.0 million and 
$63.5 million in 1998, 1997 and 1996, respectively. The allocations were based on the ratio of net assets of 
discontinued operations to consolidated net assets. 

8 , P R O V I S I O N E O R R E S T R U C T U R I N G 

In the second quarter of 1998, Corning recorded a restructuring charge of $84.6 million ($49.2 million after tax 
and minority interest). The charge is comprised of early retirement incentives and severance costs. The 
restructuring charge relates to approximately 650 employees, of which 610 have been terminated or notified 
of their t e rmina t ion at December 31 , 1998. Corning ant ic ipates tha t the workforce reduct ions will be 
substantially completed in the first half of 1999. As of December 31, 1998, $23.3 million of the restructuring 
and severance related costs have been paid. 

SUPPLEMENTAL RALANCE SHEET DATA 

I N V E N T O R I E S 

Finished goods 
Work in process 
Raw materials and accessories 
Supplies and packing materials 

Total inventories valued at current cost 
Reduction to LIFO valuation 

Inventories 

P L A N T A N D E Q U I P M E N T 

Land 
Ruildings 
Equipment 

Accumulated depreciation 

Plant and equipment, net 

O T H E R A C C R U E D L I A B I L I T I E S 

Taxes on income 
Restructuring reserves 
Wages and employee benefits 
Other liabilities 

Other accrued liabilities 

$ 

1 

$ 

( 

1998 

205.6 
104.9 

96.7 
70.6 

477.8 
(19.1) 

458.7 

57.3 
944.1 

3,677.4 

4,678.8 
1,993.9) 

$ 2,684.9 

$ 

$ 

159.7 
61.3 

157.0 
200.4 

578.4 

$ 

$ 

$ 

1997 

193.5 
107.3 
84.3 
64.0 

449.1 
(20.8) 

428.3 

51.4 
842.6 

3,107.2 

4,001.2 
1,733.3) 

$ 2,267.9 

$ 

$ 

112.9 

180.0 
151.8 

444.7 



1 (1, L O A N S P A Y A B L E 

1998 1997 

L O A N S P A Y A B L E 

Current maturities of loans payable beyond one year 
Other short-term borrowings 

L O A N S P A Y A B L E B E Y O N D O N E Y E A R 

Notes, 7.78%, due 1998 
Notes, 8.75%, due 1999 
Series A senior notes, 7,99%, due 1999 
Series R senior notes, 8,4%, due 2002 
Debentures, 8.25%, due 2002 
Debentures, 6%, due 2003 
Debentures, 7% due 2007, net of unamortized discount of $37.1 million in 1998 

and $39.3 million in 1997 
Notes, 6.73%, due 2008 
Notes, 6.83%, due 2009 
Debentures, 6.75%, due 2013 
Debentures, 8.875%, due 2016 
Debentures, 8.875%, due 2021 
Debentures, 7.625%, putable in 2004, due 2024 
Medium-terni notes, average rate 7.8%, due through 2025 
Other, average rate 5.0%, due through 2031 

Less current maturities 

At December 31, 1998 and 1997, the weighted-average interest rate on short-term borrowings w'as 5.2% and 
6.6%, respectively. 

At December 31, 1998, loans payable beyond one year become payable: 

$ 

$ 

$ 

1 

$ 

134.8 
69.8 

204.6 

100.0 
12.0 
28.5 
75.0 
99.6 

62.9 
36.4 
30.0 
99.6 
74.5 
74.9 
99.7 

265.0 
75.0 

,133.1 
134.8 

998.3 

$ 

$ 

$ 

1 

45.8 
167.2 

213.0 

6.9 
99.9 
24,0 
35.7 
75.0 
99.5 

60.7 
40.0 
30.0 
99.5 
74.5 
74.9 
99.7 

265.0 
86.3 

,171.6 
45.8 

$1,125.8 

2000 

$31.7 

2001 

$43.8 

2002 

$94.1 

2003 

$181.9 

2004-2025 

$646.8 

Rased on borrowing rates currently available to Corning for loans with similar terms and maturities, the fair 
value of loans payable beyond one year was $1.3 billion at year end 1998. 

Unused bank revolving credit agreements in effect at December 31. 1998 provide for Corning to borrow up to 
$825 miUion. Tlie revolving credit agreements provide for borrowing of U.S. doUars and Eiuocmrency at vaiious 
rates. Corning also has the ability to issue up to $375 million of medium and long-term debt through public 
offerings under existing shelf-registration statements filed with the Securities and Exchange Commission. 



1 1 . C O N V E R T I B L E M O N T H L Y I N C O M E P R E F E R R E D S E C U R I T I E S 

In July 1994, Coming and Corning Delaware UP., a special purpose limited partnership in wiiich Corning is 
the sole general partner, completed a public offering of 7.5 million shares of Convertible Monthly Income 
Preferred Securities (MIPS). The MIPS were guaranteed by Corning and convertible into Corning common 
stock at the rate of 1..534 shares of Corning common stock for each MIPS. On Febniary 16, 1999, Coming 
Delaware issued a notice to aU MIPS holders calling for the redemption of all MIPS. Holders of the MIPS have the 
option of either receiving $51.80 in cash for each share, or converting them into Coming common stock, wliich had 
a fair market value after conversion of $74.88 per share on February 16, 1999. Management expects that a major­
ity of the MIPS holders will convert their prefened securities into Coming common stock. 

Rased on quoted market prices at December 31, 1998, the fair value of the preferred securities approximated 
$523 miUion. 

1 2 . t: 0 N \ E R T I B L E P R E F E R R E D S T O C K 

Corning has 10 million authorized shares of Series Preferred Stock, par value $100 per share. Of the autho­
rized shares, 2.4 million shares have been designated Series A Junior Participating Preferred Stock of wiiich 
no shares have been issued. 

At year end 1998, 1997 and 1996, 178,700, 198,100 and 222,000 shares of Series R Convertible Preferred Stock 
were outstanding, respectively. Each Series R share is convertible into 4.79 shares of Corning common stock 
and has voting rights equivalent to four common shares. The Series R shares were sold exclusively to the 
trustee of Coining's existing employee investment plans, based upon directions from plan participants. 
Participants may cause Corning to redeem the shares at 100% of par upon reaching age 55 or later, retirement, 
tennination of employment or in certain cases of financial hardship. The Series R shares are redeemable by 
Corning at $100 per share. 

1 3 . C 0 M .M 0 N S H A R E H O L D E R S E Q t I T Y 

Corning has established the Corning Stock Ownership Trust (CSOT) to fund future employee purchases of 
common stock through its contributions to Coming's Investment and Employee Stock Purchase Plans (the 
Plans). Corning sold 4 million treasury shares to the CSOT. At December 31, 1998. 1.9 million shares remained 
in the CSOT. Shares held by the CSOT are not considered outstanding for earnings per common share calcu­
lations until released to the Plans. Corning and the trustee of the CSOT reached an agreement whereby the 
trustee waived its right to receive the Distribution of Quest Diagnostics and Covance and, in lieu thereof, 
received 400,000 additional shares of Corning common stock. 

Coining repurchased approximately 2.0 million, 1.1 million and 2.2 million shai'es of its common stock in 1998. 
1997 and 1996. respectively. All of the 1998, 1997 and approximately 1.3 million of the 1996 shares were repur­
chased pursuant to a systematic plan authorized by the Roard of Directors. Coming's systematic plan is designed 
to provide shares for Coming's various employee benefit programs. The remainder of the 1996 stock repiuchases 
were from employees to satisfy tax withholding requirements on shares issued under employee benefit plans. 

In June 1996. the Roard of Directors approved the renewal of the Preferred Share Purchase Right Plan which 
entitles shareholders to purchase one-lumdredth of a share of Series A Jmuor Paiticipating Preferred Stock upon 
the occurrence of certain events. In addition, the rights entitle shareholders to purchase shares of conunon stock 
at a 50% discomit in the event a person or group acc{uires 20% or more of Coming's outstanding common stock. 
The preferred share purchase rights became effective July 15, 1996 and expue July 15, 2006. 

Accumulated other comprehensive income at December 31, 1998 included unrealized losses on marketable 
securities of $1.0 million, net of tax of $0.6 million, and foreign currency translation adjustments of $8.9 million. 
At December 31, 1996 and 1997, accmiiidated other comprehensive income included foreign currency translation 
adjustments of $43.6 million and $32.2 million respectively. 



1 4 . E A R N I N G S P E R C: O M M 0 N S H A R E 

Rasic earnings per share is computed by dividing net income, less dividends on Series R convertible prefened 
stock, by the weighted-average number of common shares outstanding during each period. Diluted earnings 
per share is computed by dividing net income, plus dividends on convertible prefened securities of subsidiary, 
by the weighted-average number of common shares outstanding during the period after giving effect to dilutive 
stock options and adjusted for dilutive common shares assumed to be issued on conversion of Corning's 
convertible securities. 

A reconciliation of the basic and diluted earnings per share from continuing operations computations for 1998, 
1997 and 1996 are as follows: 

For the Years Ended December 31, 

Net income from 
continuing operations 

Less: Preferred 
stock dividends 

B A S I C E A R N I N G S 

P E R S H A R E 

E F F E C T O F 

D 1 L l T 1 V E 

S E f: U R 1 T I E S 

Options 
Convertible preferred 

securities of subsidiarv 
Convertible preferred stock 

Income 

$327.5 

(1.5) 

326.0 

13.7 

1 9 9 8 

Weighted-

Average 

Shares 

(in miUions) 

2 2 9 . 6 

2 . 8 

1 1 . 5 

Per Share 

Amount 

$ 1 . 4 2 

Income 

$ 4 0 8 . 9 

( 1 . 6 ) 

4 0 7 , 3 

13 ,7 

1,6 

1997 

Weighted-

Average 

Shares 

(in millions) 

228.1 

4.8 

11.5 

1.0 

Per Share 

Aniount 

$1.79 

Iiicoine 

$323.3 

(1.9) 

321.4 

13.7 

1996 

Weighted-

Avera^e 

Shares 

(in millions) 

227.1 

2,8 

9,6 

Per Share 

Amount 

$1,42 

D I L U T E D E A R N I N G S 

PER SHARE $339.7 243.9 $1.39 $422.6 245.4 $1.72 $335.1 239,5 $1,40 

In January 1997, the conversion rate of the convertible monthly income preferred shares was increased to 
recognize the effect of the Distributions of Quest Diagnostics and Covance. 

At December 31, 1998 and December 31, 1996, 178,700 and 222,000 shares of Series R Convertible Preferred 
Stock were outstanding, respectively. Each Series R share is convertible into 4.79 shares of Corning common 
stock. These shares were not included in the calculation of diluted earnings per share due to the anti-dilutive 
effect they would have had on eamings per share if converted. 

1.5, S T O C K C O M P E N S A T I O N P L A N S 

At December 31, 1998, Corning's stock compensation plan includes the 1998 Employee Equity Participation 
Program, which covers 8.0 million shares. The 1998 Program and predecessor plans provide the authorization 
for Corning's common stock plans discussed below. No future awards or grants may be made under the 
predecessor plans except for currently outstanding rights. At December 31, 1998, 5.9 million shares were avail­
able for sale or grant under the 1998 Program. Proceeds from the sale of stock under the 1998 Program and 
predecessor plans are added to capital stock accounts. 

In October 1995, the Financial Accounting Standards Roard issued Statement No. 123 "Accounting for Stock-
Rased Compensation" (FAS 123). This statement defines a fair value-based method of accoimting for employee 
stock options and similar equity investments and encourages adoption of that method of accounting for 



employee stock compensation plans. However, it also allows entities to continue to measure compensation cost 
for employee stock compensation plans using the intrinsic value-based method of accounting prescribed by 
Accounting Principles Roard Opinion No. 25, "Accounting for Stock Issued to Employees" (APB 25). Corning 
applies APB 25 accounting for its stock-based compensation plans. Compensation expense is recorded for 
awards of shares or share rights over the period earned. This plan resulted in compensation expense of 
$4.6 million in 1998, $29.2 million in 1997 and $27.6 mihion in 1996. 

Coming has adopted the disclosure-only provisions of FAS 123. If Corning had elected to recognize compen­
sation expense imder FAS 123, Coming's net income in 1998, 1997 and 1996 wotdd have decreased by $9.0 miUion, 
$5.3 million and $2.0 million, respectively. Corning's diluted eamings per share amounts would have decreased 
by $0.04 in 1998 and $0.02 ui 1997. Eamings per share amounts in 1996 would not have been affected. 

The pro forma effect on net income for 1997 and 1996 may not be representative of the pro forma effect on 
net income of future years because the FAS 123 method of accoimting for pro forma compensation expense has 
not been applied to options granted prior to January 1, 1995. 

S T O C K O P T I O N P L A N 

Non-qualified and incentive stock options to purchase unissued or treasury shares at the market price on the 
grant date generally become exercisable in installments from one to five years from the grant date. The max­
imum term of non-qualified and incentive stock options is 10 years from the grant date. 

Transactions for the three years ended December 31, 1998 were: 

Options outstanding January 1, 1996 
Options granted under Plan 
Options exercised 
Options terminated 
AdjusUiient due to Distributions 

Options outstanding January 1, 1997 
Options granted under Plan 
Options exercised 
Options terminated 

Options outstanding January 1, 1998 
Options granted under Plan 
Options exercised 
Options terminated 

Options outstanding December 31, 1998 

At the end of 1996, the number and exercise price of all options outstanding were adjusted for the Distributions 
of Quest Diagnostics and Covance. This adjustment increased the number of options outstanding by approx­
imately 908,000 and decreased the exercise price of the options by approximately 18%. 

For purposes of FAS 123, the fair value of each option grant is estimated on the date of grant using the Rlack-
Scholes option pricing model with the following weighted-average assumptions used for grants in 1998, 1997 
and 1996, respectively: risk-free interest rate of 4.4%, 6.4% and 6.6%; dividend yield of 1.7%, 1.6% and 2.3%; 
expected volatility of 29.0%, 25.0% and 24.5% and expected life of 6, 6 and 7 years. 

The number of options exercisable and the corresponding weighted-average exercise price was 5.8 million and 
$26.83 in 1998, 5.3 million and $24.73 in 1997 and 6.5 miUion and $23.11 in 1996. The weighted-average fair 
value of options granted was $9.31 in 1998, $14.45 in 1997 and $10.77 in 1996. 

Number 
of Shares 

in thousands) 

11,777 
763 

(1,147) 
(1,022) 

908 

11,279 
929 

(2,114) 
(152) 

9,942 
2,745 

(888) 
(112) 

11,687 

Weighted-
Average 

Exercise Price 

$27.90 
34.54 
13.52 
31.40 

$24.26 
41.10 
15.82 
25.93 

$26.83 
30.66 
19.30 
32.67 

$28.25 



1.5. S T 0 t : : K C O M P E N S A T I O N P L A N S ( C O N T I N t E D ) 

The following table summarizes information about stock options outstanding at December 31, 1998: 

Options Outstanding Options Exercisable 

3.5 
6.6 
8.4 
5.9 

$19.69 

$26.15 

$28.54 

$37.03 

2,119 

921 
1,064 
1,647 

$19.69 

$26.33 

$29.37 

$34.65 

Number Number 
Outstanding at Remaining Weighted- Exercisable al \X'eighted-

Range of December 31. 1998 Contractual Life ,\veiage DecemJjer 31. 1998 -Average 
E.xercise Prices (in thousands) in Vears E.xercise Price (in thousands) Exercise Price 

$ 3.49 to 25.28 2.119 
$26.04 to 26.87 3.494 
$28.02 to 32.14 3.284 
$32.30 to 64.38 2,790 

11,687 fa.4 $28.25 5.751 $26.83 

I N C E N T I V E S T O C K P L A N S 

The Incentive Stock Plan permits stock grants, either determined by specific performance goals or issued 
directly, in most instances, subject to the possibility of forfeiture and without cash consideration. 

In 1998. 1997 and 1996, grants of 698.000, 999,000 and 340.000 shares, respectively, were made under this 
plan. In connection with the 1996 Distributions, approximately 280.000 additional shares were issued to 
employees in lieu of receiving the Distributions and approximately 180.000 shares were forfeited liy employees 
of the Distrilinted companies. \ t Decemlaer 31. 1998. there were no outstanding incentive rights. The weighted-
average exercise price of the grants was $33.52 in 1998. $40.07 in 1997 and $32.61 in 1996. respectively. A 
total of 2.8 million shares issued in prior years remain subject to forfeiture at December 31. 1998. 

W () R L D W I D E E M I' L O V E E S H A R E P I H C H ,\ S t P L A N 

In addition to the Stock Option Plan and Incentive Stock Plans. Corning has a Worldwide Employee Share 
Purchase Plan (WESPP). Under the X̂ ESPP. substantially all employees can elect to have up to 10% of their 
annual wages withheld to purchase Corning conunon stock. The purchase price of the stock is 85% of the lower 
of the beginning-of-quarter or end-of-quarter market price. The Corning Stock Ownership Trust is utilized 
to fund employee purchases of conmion stock under the WESPP. 

1 0 . E M P L O Y E E S T 0 C K O \t N E R S H I P P L A N 

Corning has established the Employee Stock Ownership Plan (ESOP) within its existing employee investment 
plans. At inception of the plan. Corning bonowed $50 million and loaned the proceeds to the ESOP. The ESOP 
used the proceeds to purchase 4 million treasui-y shares. In 1998. Corning paid the remaining balance of the 
ESOP loan. Coining's receivable from the ESOP was $2.9 million at the end of 1997 and is classified as 
unearned compensation in common shareholders' equity. 

Contributions to the ESOP were $3.0 million in 1998. $7.0 million in 1997 and $6.7 million in 1996. Dividends 
on unallocated shares reduced contribution requirements by $0.2 million in 1997 and $0.5 million in 1996. 
There were no dividends on unallocated shares in 1998. Interest costs amounted to $0.1 million in 1998. 
$0.8 million in 1997 and $1.2 million in 1996. Shares held by the ESOP are included in weighted-average shares 
outstanding for earnings per share calculations. The trustee of the ESOP sold the shares of Quest Diagnostics 
and Covance that it received from the Distributions. The proceeds from the sale of these shares were used to 
purchase shares of Corning common stock. 

1 7 . C O M M I T M E N T S . C: O N T I N G E N C I E S , G U A R A N T E E S A N D H E D G I N G A C T n i T I E S 

Minimum rental commitments under leases outstanding at December 31 . 1998 are: 

1999 

$43.2 

2000 

$37.5 

2001 

$29.8 

2002 

$23.5 

2003 

$20.2 

2004-2019 

$117.2 



In January 1998, Corning completed a sale leaseback transaction related to certain equipment assets and 
resulted in gross proceeds of approximately $95 million. Approximately $80 million of the proceeds were 
invested with the counterparty to the lease. There was no material change to total long-term assets as a result 
of this transaction. Pavnients pursuant to the operating lease are included above. 

At December 31, 1998, future minimum lease payments to be received under a noncancelable sublease to Quest 
Diagnostics totaled $67.4 million. Quest Diagnostics, in turn, has a noncancelable sublease covering approxi-
niatelv $44.3 million of the minimum lease payments due to Corning. Corning has agreed to indemnify Quest 
Diagnostics should Quest Diagnostics' stibleasee default on the minimmn lease payments. Additionally, 
Corning continues to guarantee certain obligations of Quest Diagnostics totaling $14.8 million. 

Coming operates and conducts business ui many foreign cotuitries. As a restdt, there is exposure to potentiaUy 
adverse movement in foreign currency rate changes. Corning enters into foreign exchange forward contracts 
with durations generally less than 12 months to reduce its exposure to exchange rate risk on foreign source 
income and purchases. The objective of these contracts is to neutralize the impact of foreign currency exchange 
rate movements on Corning's operating results. 

The forward contracts require Corning to exchange currencies at rates agreed upon at the inception of the 
contract. The hedge contracts reduce the exposure to fluctuations in exchange rate movements because the 
gains and losses associated with foreign currency balances and transactions are generally offset with the gains 
and losses of the hedge contracts. Recause the impact of movements in foreign exchange rates on forward 
contracts offsets the related impact on the underlying items being hedged, these financial instruments help 
alleviate the risk that might otherwise result from change in cunency exchange rate fluctuations. 

At December 31, 1998, Corning had foreign currency contracts to purchase approximately $145.5 miUion U.S. 
dollars with a fair value of $16.0 million. Of this amount, $11.4 million is included in other current liabilities 
at December 31, 1998. These contracts are held by Corning and its subsidiaries and will mature at varying 
dates in 1999. 

In December 1998, one of Coming's subsidiaries entered into financing agreements which provide for the sale 
of certain future yen based revenues, beginning in February 1999 and expiring in Decemljer 2001. These con­
tracts require the counterparty to advance U.S. dollars in amounts up to $10.1 million each month and Corning 
to repay the notes only to the extent of future yen denominated revenues. The obligations under these con­
tracts are not cancelable by either party. Rorrowings under the agreements bear interest at a premium to the 
EurodoUar rate. Transaction gains or losses related to these contracts are defened and recognized as an adjustment 
to the revenue securing the note repayments. Rorrowuigs are recorded on the balance sheet only to the extent 
they are outstanding. The cumulative borrowings anticipated between February 1999 and December 1999 
approximate $100 million with cumulative repayments approximating 1.1 billion yen. At December 31, 1998, 
the contracted value of these contracts was appro.ximately $3 million less than fair value. 

The ability of certain subsidiaries and associated companies to transfer funds is limited by provisions of 
certain loan agreements and foreign government regulations. At December 31, 1998, the aniount of equity 
subject to such restrictions for consolidated subsidiaries totaled $43.8 million. While this amount is legally 
restricted, it does not result in operational difficulties since Corning has generally permitted subsidiaries to 
retain a majority of equity to support their growth programs. At December 31, 1998, loans of equit\- affiliates 
guaranteed by Corning totaled $6.5 million. 

Corning has agreed to indemnify Quest Diagnostics, on an after-tax basis, for the settlement of certain 
governmental claims pending at December 31, 1996. In addition. Corning, Quest Diagnostics and Covance 
have entered into tax indemnification and tax sharing agreements. Additional information on these indemni­
fication agreements is presented in Note 18 of the Notes to Consolidated Financial Statements. 



D I S C O N T I N U E D O P E R A T I O N S 

On April 1, 1998, Corning completed the recapitalization and sale of a controlling interest in its consumer 
housewares business to an affiliate of Rorden, Inc. Corning received cash proceeds of $593 million and con­
tinues to retain an eight percent interest in the Corning Consumer Products Company. In addition. Coming 
could receive an additional payment of up to $15 million if certain financial targets are met by Corning 
Consumer Products Company for the three year period 1998-2000. 

On December 31, 1996, Coming distributed all of the shares of Quest Diagnostics Incorporated (formerly 
Coming Clinical Laboratories Inc.) and Covance Inc. (formerly Corning Pharmaceutical Services Inc.) (the 
Distributions) (collectively, the Health Care Services Segment) to its shareholders on a pro rata basis. Prior to 
the Distributions, Coming received a ruling from the Internal Revenue Service that the Distributions were 
tax-free to Coming and its shareholders. As a result of the Distributions, Quest Diagnostics and Covance 
became independent, publicly traded companies. 

Coming's shareholders' equit}' was reduced by $1.1 billion, which represented Corning's investment in equity 
and intercompany debt of Quest Diagnostics and Covance on the date of the Distributions. Prior to the 
Distributions, Quest Diagnostics and Covance borrowed $650 million from third-party lenders and repaid 
intercompany debt to Coming. Corning used the proceeds from the repayment of intercompany debt to repay 
approximately $375 million of short-term borrowings and $75 million of long-term debt. 

Summarized results of Corning's discontinued operations are as foil lows: 

1998 1997 1996 

Sales 

Income (loss) before income taxes 
Income tax provision (benefit) 
Income (loss) from operations, net of income taxes 
Gain on sale of consumer housewares business, net of tax of $75.8 million 
Provision for loss on Distribution, including income tax benefit of $3.5 miUion 
Minority interest in earnings of subsidiaries 
Discontinued operations, net of income taxes 

$116.8 

$ (0.9) 
(0.3) 

(0.6) 
67.1 

$ 66.5 

$574.8 

$ 49.0 
17.7 

31.3 

(0.4) 

$ 30.9 

$1,145.8 

$ 52.0 
23.1 

28.9 

(176.5) 

(0.1) 

$ (147.7) 



The results of operations from the consumer housewares business are for the period through March 31, 1998. 
Discontinued operations in 1996 also include sales of $515.0 million and income from operations of $9.2 nullion 
for the Health Care Services Segment. Results of the discontinued businesses include allocations of consolidated 
interest expense totaling $2.7 million, $13.0 million and $63.5 million in 1998, 1997 and 1996, respectively. The 
allocations were based on the ratio of net assets of discontinued operations to consolidated net assets. 

The $176.5 million provision for loss on Distributions includes after-t£ix charges of $142.0 million recorded by 
Quest Diagnostics related to certain govemment investigations of biUing practices of certain clinical laboratories. 

Corning has agreed to indemnify Quest Diagnostics on an after-tax basis for the settlement of certain claims 
that were pending at December 31, 1996. Coincident with the Distributions, Coming recorded a reserve accrual 
of approximately $25 million which is equal to management's best estimate of amounts, which are probable 
of being paid by Corning to Quest Diagnostics to satisfy the remauiing indemnified claims on an after-tax basis. 

Although management believes that established reserves for indemnified claims are sufficient, it is possible 
that additional information may become available to Quest Diagnostics' management, which may cause the 
final resolution of these matters to exceed established reserves by an amount which could be material to 
Corning's results of operations and cash flow in the period in which such claims are settled. Coming does not 
believe that these issues will have a material adverse impact on Corrung's overall financial condition. 



S T A T E M E N T O F M A N A G E M E N T R E S P O N S I B I L I T Y F O R F I N A N C: I A L S T A T E M E N T S 

The management of Corning Incorporated is responsible for the preparation, presentation and integritv' of the 
consolidated financial statements and other information included in this annual report. The financial state­
ments have been prepared in accordance with generally accepted accounting principles and include certain 
amounts based on management's best estimates and judgments. 

In meeting its responsibility for the reliability of these financial statements. Corning maintains comprehensive 
systems of internal accounting control. These systems are designed to provide reasonable assurance at 
reasonable cost that corporate assets are protected against loss or unauthorized use and that transactions and 
events are properly recorded. Such systems are reinforced by written policies, selection and training of 
competent financial personnel, appropriate division of responsibilities and a program of internal audits. 

Tlie consolidated financial statements have been audited by our independent accxtiuitants, PricewaterhouseCoopers 
LLP. Their responsibility is to express an independent, professional opinion with respect to the consolidated 
financial statements on the basis of an audit conducted ui accordance with generaUy accepted auditing standards. 

The Roard of Directors, through its Audit Committee, is responsible for reviewing and monitoring Coming's 
financial reporting and accounting practices and recommending annually the appointment of the independent 
accountants. The Committee, comprised of non-management directors, meets periodically with management, 
the internal auditors and the independent accountants to review and assess the activities of each. Roth the 
independent accountants and the internal auditors meet with the Committee, without management present, to 
review the results of their audits and their assessment of the adequacy of the systems of intemal accounting 
control and the quality of financial reporting. 

Roger G. Ackermaii 
Chairman and Chief E.xecutive Officer 

J^ff-^ 6 "^t^j 

James R. Flaws 
Senior Vice President, Treasurer and C ĥief Financial Officer 

•m / A c 
Katherine A. Asbeck 
Vice President and Controller 



R E P O R T O F I N D E P E N D E N P A C C O U N T A N T S 

PricewaterhouseCoopers LLP 

To the Roard of Directors and Shareholders of Corning Incorporated 

In our opinion, the accompanving consolidated balance sheets and the related consolidated statements of 
income, cash flows and changes in shareholders' equity appearing on pages 42 through 45 present fairly, in all 
material respects, the financial position of Corning Incorporated and its subsidiaries at December 31, 1998 and 
1997. and the results of tlieir operations, cash flows and changes in shareholders' equity for each of the three 
years ui the period ended December 31. 1998, ui conformity with generally accepted accoimting principles. These 
financial statements are the responsibilitv' of the Company's management; our responsibilitv- is to express an 
opinion on these financial statements based on our audits. We conducted our audits of these statements in 
accordance with generally accepted auditing standards which require that we plan and perform the audit to 
obtain reasonable assurance about wiiether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and significant estimates made by management and 
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis 
for the opinion expressed above. 

LLF 

PricewaterhouseCoopers LLP 
1301 Avenue of the Americas 
New \brk, New \ork 10019 

January 25, 1999, except for Note 4 and Note 11, which are as of February 16, 1999 

i 



Q U A R T E R L Y O P E R A T I N G 

M A R K E T D A T A 

R E S U L T S A N D R E L A T E D 
Corning Incorporated and Subsidiary Companies 

(unaudited) 

{In millions, except per share amounts) 

1998 
First 

Quarter 
Second 

Quarter 
Third 

Quarter 
Fourth 

Quarter 

Revenues 
Gross profit 
Income from continuing operations before income 

taxes, minority interest and equity eamings 
TfLxes on income from continuing operations 
Minority interest in eamings of subsitiiaries 
Dividends on convertible preferred securities 

of subsidiary 
Equit) ' in eamings of associated companies 
Income from continuing operations 
Income (loss) from discontinued operations, 

net of income taxes (i) 
Net income 

BASIC EARNINGS PER SHARE 
Continuing operations 
Discontinued operations (1) 
Net income 

DILUTED EARNINGS PER SHARE 
Continuing operations 
Discontinued operations (1) 
Net income 

Dividend declared 
Price range 

High 
Low 

1997 

$ 803.9 
280.1 

64.5 
(21.0) 

(5.5) 

(3.4) 
27.5 

$ 62.1 

(0.6) 
$ 61.5 

$ 888.4 
325.5 

54.2 
(13.9) 
(12.8) 

(3.5) 
32.7 

$ 56.7 

67.1 

$ 123.8 

$ 918.3 
356.4 

162.0 
(49.2) 
(20.3) 

(3.4) 
15.3 

$ 104.4 

$ 104.4 

$ 961.5 
368.1 

158.9 

(48.7) 
(22.3) 

(3.4) 
19.8 

$ 104.3 

$ 104.3 

Total 
Year 

$3,572.1 
1,330.1 

439.6 
(132.8) 

(60.9) 

(13.7) 
95.3 

$ 327.5 

66.5 
$ 394.0 

$ 0.27 

$ 0.27 

$ 0.27 

(0.01) 

$ 0.26 

$ 0.18 

$44 1/4 

32 3/8 

$ 

$ 

$ 

$ 
$ 

0.24 

0.30 

0.54 

0.24 

0.29 

0.53 

0.18 

$43 1/2 

34 

$ 

$ 

$ 

s 
$ 

0.45 

0.45 

0.44 

0.44 

0.18 

$35 1/4 

23 1/2 

$ 

$ 

$ 

$ 
$ 

$ 
2 

0.45 

0.45 

0.44 

0.44 

0.18 

45 
7 3/4 

$ 

s 

$ 

$ 
$ 

1.42 

0.29 

1.71 

1.39 

0.28 

1.67 

0.72 

_ 
-

Revenues 
Gross profit 
Income from continuing operations before income 

taxes, minority interest and equity eamings 
Taxes on income from continuing operations 
Minority interest in earnings of subsidiaries 
Dividends on convertible preferred securities 

of subsidiary 
Equity in eamings of associated companies 
Income from continuing operations 
Income from discontinued operations, 

net of income taxes (l) 
Net income 

BASIC EARNINGS PER SHARE 
Continuing operations 
Discontinued operations (1) 
Net income 

DILUTED EARNINGS PER SHARE 
Continuing operations 
Discontinued operations (1) 
Net income 

Dividend declared 
Price range 

High 
Low 

s 

$ 

$ 

$ 

$ 

$ 

$ 
$ 

$ 

827.0 

341.4 

143.5 

(49.0) 

(12.5) 

(3.4) 

6.8 
85.4 

6.6 
92.0 

0.37 

0.03 

0.40 

0.36 

0.03 

0.39 

0.18 

46 
34 

$ 914.6 

$ 

$ 

$ 

$ 

$ 

$ 
$ 

$ 

390.2 

189.3 

(64.2) 

(20.8) 

(3.5) 

24.2 

125.0 

2.0 
127.0 

0.55 

0.01 

0.56 

0.52 

0.01 

0.53 

0.18 

56 
43 1/2 

S 901.3 

$ 

$ 

$ 

$ 

$ 

$ 
$ 

$ 

367.0 

150.1 

(48.0) 

(22.9) 

(3.4) 

31.0 

106.8 

5.5 
112.3 

0.47 

0.02 

0.49 

0.45 

0.02 

0.47 

0.18 

65 
41 

$ 

$ 

$ 

$ 

$ 

$ 

$ 
$ 

911.4 

375.9 

146.3 

(48.3) 

(20.1) 

(3.4) 

17.2 

91.7 

16.8 

108.5 

0.40 

0.07 

0.47 

0.39 

0.07 

0.46 

0.18 

$49 1/4 

35 3/4 

$3,554.3 

1,474.5 

$ 

$ 

$ 

$ 

$ 

$ 
$ 

629.2 

(209.5) 

(76.3) 

(13.7) 

79,2 

408,9 

30.9 

439.8 

1.79 

0.13 

1.92 

1.72 

0.13 

1.85 

0.72 

_ 

-

(1) Discontinued operations are described in Note 18 of the Notes to Consolidated Financial Statements. 



FIVE YEARS IN REV IEW - H I S t 0 R I C A L COMPARISON 

(In millions, e.xcept per share amounts and number of 

employees and common shareholders) 

B A S I C E A R N I N G S P E R S H A R E 

Income (loss) from continuing operations 
Income (loss) from discontinued operations. 

net of income taxes 
Net income (loss) 
D I L U T E D E A R N I N G S P E R S H A R E 

Continuing operations 
Discontinued operations 
Net income (loss) 

Dividends declared 
Shares used in computing eamings per share 

Basic eamings per share 
Diluted eamings per share 

O P E R A T I O N S 

Net sales 
Non-operating gains 
Research, development and engineering expenses 
Provision for restructuring 
Taxes on income from continuing operations 
Minority interest in eamings of subsidiaries 
Dividends on convertible preferred securities 

of subsidiary 
Equity in earnings (losses) of associated companies: 

Other than Dow Corning Corporation 
Dow Coming Corporation 

Income (loss) from continuing operations 
Income (loss) from discontinued operations. 

net of income taxes 

N E T I N C O M E ( L O S S ) 

F I N A N C I A L P O S I T I O N 

A S S E T S 

Working capital 
Investments: 

Other than Dow Coming Corporation 
Dow Coming Corporation 

Plant and equipment, net 
Goodwill and other intangible assets, net 
Net assets of discontinued operations 
Total assets 

C A P I T A L I Z A T I O N 

Loans payable beyond one year 
Other liabilities 
Minority interest in subsidiary companies 
Convertible preferred securities of subsidiary 
Convertible preferred stock 
Common shareholders ' equity 
Total capitalization 

S E L E C T E D DATA 

Common dividends declared 
Preferred dividends declared 
Additions to plant and equipment 
Depreciation and amortization 
Number of employees (1) 
Number of common shareholders 

1998 

$ 1.42 

0.29 
S 1.71 

$ 1.39 
0.28 

$ 1.67 
$ 0.72 

229.6 
243.9 

$3,484.0 
39.7 

293.9 
84,6 

132.8 
60.9 

13.7 

95.3 

$ 327.5 

66.5 

$ 394.0 

$ 235.6 

366.2 

2,684.9 
309.7 

4,981.9 

$ 998.3 
674.1 
346.1 
365.2 

17.9 
1,505.6 

$3,907.2 

$ 166.8 
$ 1.5 
$ 713.6 
$ 298.0 

15,400 
17,550 

(1) Amounts do not include employees of discontinued operations. 

$ 

$ 

$ 

$ 
$ 

Corning Incorporated 

1997 

1.79 

0.13 
1.92 

1.72 
0.13 
1.85 
0.72 

228.1 
245.4 

$3,516.8 

$ 

$ 

$ 

250.3 

209.5 
76.3 

13.7 

79.2 

408.9 

30.9 

439.8 

241.4 

310.0 

2,267.9 
294.2 
357.6 

4,691,9 

$1,125,8 
627.5 
349.3 
365.3 

19.8 
,246.5 

$3,734,2 

$ 
$ 
$ 
$ 

166.2 
1.6 

745.6 
285.9 

16,100 
17,900 

1996 

$ 1.42 

(0.66) 
$ 0.76 

$ 1.40 
(0.62) 

$ 0.78 
$ 0.72 

227.1 
239.5 

$3,024.0 

189.2 

151.4 
52.5 

13.7 

85.1 

$ 323.3 

(147.7) 

$ 175.6 

$ 445.2 

337.2 

1,808.6 
259.9 
364.0 

4,183.4 

$1,195.1 
597.8 
309.9 
365.1 

22.2 
961.1 

$3,451.2 

$ 165.3 
$ 1.9 
$ 560.2 
$ 252.3 

15,300 
18,000 

and Subsidiary 

1995 

$ (0.35) 

0.12 
$ (0.23) 

$ (0.35) 
0.12 

$ (0.23) 
$ 0.72 

226.6 
226.6 

$2,644,7 

172,2 
26.5 

107.3 
64.3 

13.7 

66.6 
(348.0) 

$ (77.3) 

26.5 

$ (50.8) 

$ 276.5 

364.9 

1,438.7 
258.1 

2,056.0 
5,334.5 

$1,326.0 
587.4 
269.2 
364.7 

23.9 
2,103.0 

$4,674.2 

$ 165.2 
$ 2.0 
$ 337.1 
$ 221.1 

12,800 
18,800 

Companies 

1994 

$ 0.89 

0.43 
$ 1.32 

$ 0.88 
0.42 

$ 1.30 
$ 0.69 

211.8 
214.2 

$2,367,5 

169,7 

86.6 
48.7 

6.1 

48.5 
(2.8) 

$ 190.6 

90.7 

$ 281.3 

$ 281.3 

339.5 
341.8 

1,334.9 
255.7 

1,972.4 
5,365.5 

$1,330.5 
564.5 
244.5 
364.4 

24.9 
2,263.0 

$4,791.8 

$ 150.1 
$ 2.1 
$ 248.8 
$ 210.1 

17,000 
21,600 



D I R E C T O R S 

R O G E R G . A C K E R M A N 

Chairman and Chief E.xecutive Officer 
Coming Incorporated 

R O B E R T B A R K E R 

Professor and Provost Emeritus 
ComeU University, Ithaca, NY 

, I O H N S E E L V B R O W N 

Vice President and Chief Scientist 
Xerox Corporation, Palo Alto, GA 

V A N G. C A M P B E L L 

Vice Chairman 
Coming Incoiporated 

J O H N H . E O S T E R 

Chairman of the Boaid 
NovaCare. Inc., King of Prussia, PA 

N O R M A N E . G A R R I T Y 

President, Coming Tecluiologies 
Coming Incorporated 

G O R D O N G U N D 

President and Chief Executive Officer 
Gund InvesUnent Coiporation 
Princeton, NJ 

J O H N M . H E N N E S S Y 

Chaimian of Private Equity 
Credit Suisse First Boston Corporation 
New York, N\' 

J A M E S R. H O U G H T O N 

Chaimian Emeritus 
Coming Incorporated 

J A M E S W, K I N N E A R 

Retired President and Cluef Executive Officer 
Texaco Inc., White Plains, N5(' 

J O H N W. L O O S E 

President, Comuig Coinnimiications 
Coming Incorporated 

J A M E S J . O ' C O N N O R 

Retired Chainnan of the Board 
and Chief Executive Officer 
Unicom Coiporation, Cliicago, IL 

C A T H E R I N E A . R E I N 

President and Cliief Executive Officer* 
MetropoUtaii Property and Casualty hisurance Company 
New York, NY 

H E N R Y R O S O V S K Y 

Geyser University Professor Emerinis 
Harvard Universitv', Cambridge, MA 

H . O N N O R U D I N C 

Vice Chaii-man 
Citibank, N.A., New York, NY 

W I L L I A M D . S M I T H B U R G 

Retii'ed Chainnan and Cliief Executive Officer 
The Quaker Oats Company, Cliicago, IL 

D I R E C T O R S E M E R I T I 

M A R Y L . B U N D Y 

Retired Clinical Social Worker 
New York, NY 

K R A N C 1 S H . B U R R 

Paitner 
Ropes & Gray. Boston, M,\ 

J O H N B . C O B U R N 

Retired Bishop 
Episcopal Diocese of Massachusetts 
Boston, MA 

B A R B E R B , C O N A B L E J R , 

Retired President 
Worid Bank, New York, NY 

H E N R Y 11. E O W L E R 

Limited Pamier 
Goldman, Sachs International Corporation 
New York, NY 

R O B E R T L . G E N I L L A R D 

Vice Chairman, Credit Suisse Group 
Ziirich, Switzerland 

V E R N O N E , J O R D A N J R . 

Senior Pamier 
Akin, Gump, Strauss, Haiier & Feld, LLP 
Washington, D.C. 

R O B E R T S . M C N A M A R A 

Retired President 
World Bank, Wasliington, D.C. 

E D W A R D L . P A L M E R 

Retired Chairman, Executive Committee 
Citibank, N.A., New York, NY 

R O B E R T G . S T O N E J R , 

Chairman Emeritus 
Kirby Corporation, New York, NY 

•Effective March 1. 19P9 



C O R P O R A T E O F F I C E R S C R O U P O F F I C E R S 

R O G E R G , A t; K E R M A N 

Chaimian and Chief Executive Officer 

V A N C;. t: A M P B E L L 

Vice Chairman 

N O R M A N E , G A R R I T Y ' 

President, Corning Teclmologies 

J O H N W. L O O S E 

President, Coming Clominunications 

K A T H E R I N E A . A S B E C K 

Vice President and Conn-oiler 

P E T E R B O O T H 

Senior Vice President, Sn-ategy & Development 

C : H A R L E S W , D E N E K A 

Senior Vice President, Science & Technology and 
Chief Technical Officer 

\ S I L L I A M D . E G G E R S 

Senior Vice President and General Comisel 

J A M E S B . F L A W S 

Senior Vice President, Treasurer and 
C.liief Financial Officer 

A . J O H N P E C K J K . 

Vice President and Secretary 

S T A F F O F F I C E R S 

L A R R Y A I E L L O J R . 

Senior Vice President, hitemational, and President, 
Coming International Corporation 
A L L A N D , C 0 R S 

Senior Vice President 

G A R Y K . E M M l l : K 

Senior Vice President, Employee Relations 

R O B E R T A . G I L C : H R I S T 

Senior Vice President, Manufacniring Effectiveness 
and Coiporate Quality 

K I R K P , G R E G G 

Senior Vice President, Administration 

\ ' I N C: E N T P . H A T T 0 N 

Vice President and Director, Legal Department 

J A M E S A . K R 11 E t; E R 

Senior Vice President, Materials Management 

D O N A L D H . M C: C: O N N E L 1. J R , 

Vice President, Science & Technology 

A L F R E D L . M I C H A E L S E N 

Senior Vice President and General Patent Coimsel 

T I M O T H Y J . R E G A N 

Vice President and Director, Govemment Affairs 

P A M E L A C: . S C H N E I D E R 

Vice President, Human Resources 
and Diversity Officer 

G I L L E T T T . W E L L E S I I I 

Vice President, Manufacturing Technology 
and Engineering 

R P I E R C E B A K E R I I I 

Senior Vice President, Science Products 

A D R I A N E M . B R O W N 

Vice President and General Manager 
Environmental Products 

R O B E R T B . B R O W N 

Vice President, Manufacturing and Engineering, 
Opto-Electronics 

J A M E S R . C O O K E 

Vice President, Opto-Electtonics New Business 

P H I L I P P E D E L L O Y E 

President and Directem- General, Corning S.A., 
President, Coming Europe, and 
General Manager, Optical Products 

R O B E R T L . E C K L I N 

Executive \ ice President 
Enviromnental and Corporate .Marketing 

A L A N T . E U S D E N 

Vice President and General Manager 
Teleconununications Products 

G E R A L D J . F I N E 

Vice President and General Manager 
Photonic Teclmologies 

S A T O S H I F U R U Y A M A 

President, Corning Japan K.K. 

J O S E P H D . H I C K S 

President and Chief Executive Officer 
Siecor Corporation 

S A N F 0 R D D . L Y O N S 

Executive Vice President, Operations 
Siecor Coiporation 

D A V I D F . H I N C H M A N 

Chairman of the Board and Chief Executive Officer 
U.S. Precision Lens Inc. 

K E N N E T H K A O 

Vice President, Coming Intemational Corporation 
President, Corning China 

E . M A R I E M C: K E E 

Chainnan, Steuben 
Senior Vice President, Ciorning Incorporated 

R A N D A L L D . P R I C E 

Executive Vice President 
.\dvaiiced Materials 

C: L I F T O N L . S M I T H 

President and Cliief Executive Officer 
Coming .Ysahi Video Products Company 

D A V I D E . S Z K I T A K 

President and Chief Operating Officer 
U.S. Precision Lens 

P E T E R F . V O L A N A K I S 

Executive Vice President 
Displav Products and Science Products 

W E N D E L L P . W E E K S 

Executive \ ice President 
Opto-Electronics 

i 
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P R I N C I P A L S U B S I D I A R I E S 

C O R N I N G O C A C O R P O R A T I O N 

Marlborough, MA 

G O R M N f; A S A H I V I D E O P R 0 D li (: T S C O M P A N Y 

Coming, NY 
(49% owned by Asahi Glass America Inc.) 

C O R N I N G S . A . 

Avon, France 

C O R N I N G G M B H 

Wiesbaden, Germany 

C O R N I N G J A P A N K . K . 

Tokyo, Japan 

O P T I C A L F I B E R S 

Deeside, U.K. 

Q U A N T E R R A I N C O R P O R A T E D 

Englewood, CO 

S I E C O R C O R P O R A T I O N 

Hickory, NC 
(50% owTied by Siemens AG) 

1,1.S, P R E C I S I O N L E N S I N C , 

Cincinnati, OH 

P R I N t: I P A L A S S O t: I AT E D C O M P A N I E S 

[ i n v e s t o r s s h o w n in i t a l i c s \ ( p e r c e n t owned in p a r e n t h e s e s ) 

A M E RIC A N V I D E O G L A S S C O M P A N Y 

Pittsburgh, PA 
[Partnership between Asahi Glass America Inc.. Corning 
Incorporated and Sony Corporation] 

t: O R M E T E C H I N C: . 

Durham, NC 
[Mitsubishi Heavy Industries Ltd.; Mitsubishi 
Chemical Company Ltd. ] (50%) 

D O tt t: O R N I N G C O R P O R A T I O N 

Midland, MI 
[The Dow Chemical Company] (50%) 

E t i R O K E R A . S . N . C , 

Chateau Thierry, France 
[St. Gobain Vitrage S.A.] (50%) 

E t t R O K E R A N O R T H A M E R I C A , I N C . 

Greenville, SC 
[St. Gobain Vitrage S.A.] (50%) 

O P T I C A L W A V E G U I D E S A U S T R A L I A P T Y . L I M I T E D 

Melboume, Australia 
[BICCplc] (50%) 

P I T T S B Ll R G H t: O R N I N G C O R P O R A T I O N 

Pittsburgh, PA 
[PPG Industries Inc. ] (50%) 

P I T T S B I R ( ; H C O R N I N I ; E U R O P E N.V. 

Brussels, Belgium 
[PPG Industries Inc.] (50%) 

SAMARA O P T I C A L GABLE COMPANY, LTD. 

Samara, Russia 
[Samara Cable Company] (51%) 

S A M C : O R G L A S S L I M I T E D 

New Delhi, India 
[Samtel Group; Samsung- Corning Company Ltd.] (45 %) 

S A M S U N G - 1 : 0 R N I N G t: O M P A N Y L T D , 

Seoul, South Korea 
[Samsung Group] (50%) 

S A . M S U N G - C O R N I N G P R E C I S I O N G L A S S C O M P A N Y . L T D , 

Seoul, South Korea 
[Bokwang Company, Ltd., affiliated with the Samsung 
Group] (50%) 

S I E C O R G M B H 

Munich, Germany 
[Siemens AG] (50%) 

S I E C O R G M B H & C O . K G 

Neustadt, Germany 
[Siemens AG] (50%) 



I N V E S T O R I N F O R M A T I O N 

A N N ll A L M E E T I N C; 

The annual meeting of shareholders will be held on 
Thursdav^ April 29, 1999, in Corning, NY. A formal 
notice of the meeting together with a proxy statement 
will be mailed to shareholders on or about March 18, 
1999. The proxy statement can also be accessed elec­
tronically through the Corning home page on the 
internet at http://ww'w.coming.coni. A summary report 
of the proceedhigs at the amiual meeting will be avail­
able without charge upon written request to Mr. A. 
John Peck Jr., vice president and secretary. Coming 
Incorporated, HQ-E2-10, Corning, NY 14831. 

A D D I T I O N A L I N F O R M A T I O N 

A copy of Coming's 1998 Annual Report on Form 10-
K filed with the Securities and Exchange Commission 
is available upon wTitten request to Mr. A. John Peck 
Jr., vice president and secretary, Corning Incorporated, 
H0-E2-10, Corning, NY 148.31. The Annual Report 
on Form 10-K can also be accessed electronically 
through the Corning home page on the Internet at 
http://ww'vv'.coniing.com. 

I N V E S T O R I N F O R M A T I O N 

Investment analysts who need additional information 
may contact Ms. Katherine M. Dietz, director of uivestor 
relations, Coming Incorporated, HQ-E2-25, Corning, 
NY 14831; Telephone (607) 974-9000. 

Full details of the Plan are available by writing to the 
Secretary of the company or to Harris Trust and 
Savings Bank at the address listed below. Be certain 
to include a reference to Corning Incorporated. 

T R A N S F E R A C; E N T , R E G I S T R A R A N D D I V I D E N D 

D I S B U R S I N G A t; E N T 

HaiTis Trust and Savings Bank 
Shareholder Services Division 
RO. Box 755 
Chicago, IL 60690-0755 
Telephone: (800) 255-0461 
www.harrisbank.com/corporations/shareholders 

For people with hearing impairments, Harris Bank has 
a Telecommunication Device for the Deaf (TDD) 
telephone. The hsting is Harris Bank, Hearing Impaired 
Telephone, TDD (312) 461-.5633 or TDD (312) 461-5637. 

C H A N G E O F A D D R E S S 

Report change of address to Harris Trust and Savings 
Bank at the above address. 

INDEPENDENT ACCOUNTANTS 

PricewaterhouseCoopers LLP 
1301 Avenue of the Americas 
New York, NV 10019 

C O M M O N S T O C K 

Corning Incorporated common stock is listed on the 
New York Stock Exchange and the Zurich Stock 
Exchange. In addition, it is traded on the Boston, 
Midwest, Pacific and Philadelphia stock exchanges. 
Common stock options are traded on the Chicago Board 
Options Exchange. The abbreviated ticker symbol for 
Coming Incorporated is '"GLW." 

C O N V E R T I B L E M O N T H L Y I N C O M E P R E F E R R E D 

S E C U R I T I E S 

Corning Delaware L.P. convertible monthly income 
preferred securities (MIPS) are listed on the New York 
Stock Exchange. The abbreviated ticker syinbol for the 
Coming MIPS is "GLW pfM." 

D I V I D E N D R E I N V E S T M E N T 

Coming's Dividend Reinvestment Plan allows share­
holders to reinvest dividends in Coming Incorporated 
common stock automatically, regularly and conveniently. 
In addition, participating shareholders may supplement 
the amount invested with voluntary cash investments. 
Plan participation is voluntary £uid shareholders may join 
or withdraw at any time. 

" S A F E H A R B O R " ' S T A T E M E N T ll N D E R T H E P R I V A T E 

S E C U R I T I E S L I T I ( ; A T I 0 N R E F O R M A C T O F 1 0 9,3 

The statements in this Annual Report w Inch are not 
historical facts or infonnation are forward-looknig state­
ments. These forward-looking statements involve risks 
and uncertainties that could cause the outcome to be 
materially different. Such risks and uncertainties include, 
but are not Umited to, global economic conditions, cur­
rency fluctuations, product demand and industry capac­
ity, competitive products and pricing, manufacturing 
efficiencies, cost reductions, availability and costs of 
critical materials, new product development and com­
mercialization, manufacturing capacity, facility expan­
sions and new plant start-up costs, the effect of 
regulatory and legal developments, capital resource and 
cash flow activities, capital spending, equity company 
activities, interest costs, acquisition and divestiture 
activity, the rate of technology change, ability to enforce 
patents and other risks detailed in Corning's Securities 
and Exchange Commission filings. 

http://ww'w.coming.coni
http://ww'vv'.coniing.com
http://www.harrisbank.com/corporations/shareholders


C: 0 R P 0 R A T E V A L U E S 

Coming's values provide an unchanging moral and 
ethical compass that guides the actions of everyone in 
the company. The corporate values: Quality, Integritv, 
Perfonnance, Leadership, Technology, Independence, 
the Individual. 

O P E R A T I N G E N V I R O N M E N T 

Coming employees work in an environment founded 
on the corporate values and designed to promote 
personal, professional and business growth. The eight 
dimensions of the operating environment: Customer 
Focused, Results Oriented, Forward Looking, Entre­
preneurial, Rigorous, Open, Engaging, Enabling. 

T O T A L Q U A L I T Y 

Total Qualitv' is the guiding principle of Corning's 
business life. Total Qualitv' perfonnance means tinder-
sttmding who the customer is and what the requirements 
are, and meeting those requirements better than anyone 
else, without eiTor, on time, eveiy time. 

E N V I R O N M E N T A L P O L I C: Y 

Coming Incorporated is committed to protecting the 
environment wherever we operate in the world. We 
achieve this by complying with and striving to exceed 
aU apphcaJjle laws, regidations and company standards; 
maintaining an environmental management system 
that assures pohcy unplementations; recychng whenever 
possible and working to create innovative recycling 
opportunities; and promoting and increasing envi­
ronmental awareness within our plants and facilities. 

C O R N I N G F O U N D A T I O N 

The Coming Fomidation was estalalished to administer 
the charitable contributions of Corning Incorporated. 
Grants to communities in which Corning operates 
accoiuit for some 50% of Foimdation assistance. Typical 
reci{)ients are performing arts organizations, school 
systems, libraries, hospitals and programs to promote 
technical education for women and other underrepre-
sented groups. 

Employee giving is encouraged by the Foundation 
through its Matching Gifts Program. A Foundation 
Report of Activities is available to shareholders upon 
written request to Mr. A. John Peck Jr., vice president 
and secretary. Corning Incorporated, HQ-E2-10, 
Corning, NY, 14831. 

T R A D E M A R K S 

The following trademarks of Corning Incorporated 
and its subsidiaries appear in this report: 
DCM 
Dtiraclad 
EuroKera 
FiberGain 
Fotoform 
HPFS 
Infinicor 
LaserLife 
LEAF 
Macor 
MicroPlasma 
MultiClad 
PvToceram 
Shorties 
Titan 
Vycor 

Neither this report nor any statement contained 
herein is furnished in connection with any offering of 
securities or for the purpose of promoting or influ­
encing the sale of securities. 

Corning is an equal opportunity employer. 
Printed in USA 
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